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E. ABSTRACT OF RESEARCH 
(An abstract of between 100 and 200 words must be prepared in Bahasa Malaysia and in English. 
This abstract will be included in the Annual Report of the Research and Innovation Section at a later date 
as a means of presenting the project findings of the researcher/s to the University and the community at 
large) 
Abstrak Penyelidikan 
(Perlu disediakan di antara 100 - 200 perkataan di dalam Bahasa Malaysia dan juga Bahasa 
Inggeris . 
Abstrak ini akan dimuatkan dalam Laporan Tahunan Bahagian Penye lidikan & Inovasi sebaga i satu 
cara untuk menyampaikan dapatan projek tuan/puan kepada pihak Universiti & masyarakat luar). 
This research has studied CSR, through broad inclusiveness of stakeholders and dimensionality of 
nitiatives/activities. The inclusiveness of stakeholders provides a framework for understanding the extent of 
~orporate commitment towards socially responsible behaviour. More so, th is research delved into an 
extensive approach in understanding the manisfestation of stakeholder-oriented society in both Klang Valley 
~s well as in Penang- its frame of reference is the ontological as well as the epistemolog ical aspects of the 
esearch. The theoretical framework (a CSR relational matrix) underpinning th is research proposal relates to 
he ontological dimension of this research. The epistemological aspect of this research entails employed an 
~bductive research strategy (Blaikie, 2000) which makes use of only sensitising concepts to direct the 
esearch, which led to the creation of first and second-order constructs (Schutz, 1963). 
The horizontal axis of the CSR re lational matrix charts the levels or dimensions of corporate 
~ctivities , namely (1) attitudinal-awareness, (2) knowledge-skills, (3) behavioral, and (4) result-impact. The 
~ertical axis maps the relational aspects of CSR. It provides an analytica l mapping of CSR vis-a-vis various 
~takeholders, which comprise (1) employees, (2) commun ity, (3) environment, (4) customers (5) 
~overnment, (6) suppliers, (7) industry players, and (8) investors. 
Research findings from 49 companies (both in Penang and Klang Valley) interviewed, showed that 
here are five typologies of CSR initiatives: reputation-linked, human-capital linked, ethn ically-culturally 
inked , product-service linked, and personality-linked. Based on the CSR matrix, there is an overwhelming 
f,!oid in fourth dimension the results-imoact dimension and, that CSR is viewed as community-oriented, 
environment-related and emolovee/customer-related. 
F. SUMMARY OF RESEARCH FINDINGS 
Ringkasan dapatan Projek Penyelidikan 
1. Five typologies of CSR initiatives: reputation-linked, human-capita l linked, ethnically-cultura lly 
linked, product-service linked, personality-linked 
2. Based on Relational Matrix (A Gap analysis tool mapping Stakeholders engagement and four 
dimensional framework), an overwhelming void in fourth dimension: resultslimpact 
3. Based on Relational Matrix (A Gap analysis tool mapping Stakeholders engagement and four 
dimensional framework), CSR is viewed as community-oriented, environment-related, and 
employee/customer-related 
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G. COMPREHENSIVE TECHNICAL REPORT 
Laporan Teknikal Lengkap 
Applicants are required to prepare a comprehensive technical report explaining the project. 
(This report must be attached separately) 
Sila sediakan laporan teknikal lengkap yang menerangkan keseluruhan projek ini. 
[Laporan ini mesti dikepilkan] 
List the key words that reflectour research: 
Senaraikan kata kunci yang mencerminkan penyelidikan anda: 
English Bahasa Malaysia 
Analytical mapping of CSR Pemetaan analitikal tanggungjawab sosial 
korporat 
Abductive research strategy Strategi penyelidikan abdufctif 
Ontological and epistemological approach Pendekatan ontologikal dan epistemologikal 
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• Project 'duration: 2 years (22/10/07-21/9/09) 
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II 
• 2nd ext~nsion: 3 months (20/3/10-20/6/2010) 
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Abstract o;f research: 
II 
This research delved into an extensive approach in 
understanding the manisfestation of stakeholder-oriented 
society in both Klang Valley as well as in Penang-its 
frame of reference is the ontological as well as the 
epistemological aspects of the research. 
The theoretical fram~work (a CSR relational matrix) 
underpinning this research proposal relates to the 
ontological dimension of this research. The 
epistemological aspect of this research entails employed 
an abductive research strategy. 
, I 
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Abstract of research: 
The horizontal axis of the CSR relational matrix charts the 
levels or dimensions of corporate activities, namely (1 ) 
I 
attitudinal-awareness, (2) knowledge-skills, (3) 
behavioral, and (4) result-impact. 
The vertical axis maps the relational aspects of CSR. It 
provides an analytical mapping of CSR vis-a-vis various 
stakeholders, which comprise (1) employees, (2) 
community, (3) environment, (4) customers (5) 
government, (6) suppliers, (7) industry players, and (8) 
investors. 
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Abstract of research: 
Research findings from 49 companies (both in Penang and 
Klang Valley) interviewed, showed that there are five 
typologies of CSR initiatives: reputation-linked, human-
capital linked, ethnically-culturally linked, product-service 
linked, and personality-linked. 
Based on the CSR matrix, there is an overwhelming void 
in fourth dimension, the results-impact dimension and, 
that CSR is viewed as community-oriented, environment-
related, and employee/customer-related. 
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Summaryll of findings: 
• Five typologies of CSR initiatives: reputation-linked, 
human-capital linked, ethnically-culturally linked, product-
service linked, personality-linked 
• Based on Relational Matrix (A Gap analysis tool mapping 
Stakeholders engagement and four dimensional 
framework), an overwhelming void in fourth dimension: 
results/impact 
• Based on Relational Matrix (A Gap analysis tool mapping 
Stakeholders engagement & four-dimensional 
framework), CSR is viewed as community-oriented, 
environ~ent-related, and employee/customer-related 
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Malaysia (UKM), Pp 325-42. (Proceedings: CD publication). Also published in 
Asian CSR and Sustainability Review, Vol 2, pp.44-60. 
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, I 
Technical report for Corporate Social Responsibility in Malaysia: Ontological and 
epistemological research orientations in building theoreticcil foundations 
CSR as a concept, has evoked a multitude of discourses within the academic environment. One 
such interesting discourse points to key essence of the function of CSR for business organisations, i.e. 
'putting the soul' back into organization-where economic growth needs to be balanced with spiritual-
humane growth. Deliberations by scholars such as Handy (1994), on the corporate search for meaning, 
Maynard and Mehrtens (1996), on Fourth Wave, Boje (1999), on sp iritual capitalism, and Aburdene 
(2005), on mega trends and conscious capitalism, invoke a healing and renewal perspective for 
corporations. However, another type of discourse exudes a critical perspective of CSR. For instance, 
social responsible initiatives such as corporate philanthropy is seen as companies' strategic tool which 
aids in de-commod ifying business activities, which in turn, aids in re-commodifying business activities 
through public acceptance of companies' products and services (Nadarajah, 2002). 
More commonly found amongst the literature is a discourse that connects CSR to corporate 
governance, and in this respect, corporate social disclosures are increasingly expected to be integrated 
within yearly reporting of company performance. Thus, quantifying and measuring CSR performance 
through rankings and indexes such as the Dow Jones Sustainability Index (DJSI) has become a 
reference point for best practices of socially responsible companies. Nevertheless, in Malaysia, the 
methods of analysing social responsibility disclosures, have not led researchers to discover extensively 
on the nature and extent of CSR (Foo and Tan, 1988; Ramasamy and Ting, 2004; Nik Ahmad and 
Sulaiman, 2004). Content analyses have at best, only produce statistical results and surface-based 
results on the nature and extent of CSR. (Abbot and Monsen, 1970; Guthrie and Matthew, 1985; Haniffa 
and Cooke, 2005). In addition, the thematic approach in analysing CSR (Hackston and Milne, 1996; 
Guthrie and Matthews, 1985), does not reveal the extent and nature of stakeholder-oriented perspective 
(Moir, 2001) in the CSR initiatives. 
Theoretical framework 
This research proposed that in studying CSR, it is important to have broad inclusiveness of 
stakeholders and dimensionality of initiatives/activities. The inclusiveness of stakeholders provides a 
framework for understanding the extent of corporate commitment towards socially responsible behaviour. 
It is centred on Granovetter's (1985) embedded ness argument which places significance, upon the 
relations between firms and networks of social relations. Examples such networks of social relationships 
are: 1) company-government relationship, 2) company-market relationship, company-company 
relationship, and company-internal-community relationship. 
It was thus proposed that in order to understand the nature and extent of CSR, as well as the 
manifestation of stakeholder-oriented society in Malaysia vis-a-vis CSR, a new approach to studying CSR 
needs to be conducted. Fundamentally, this new approach needs to consider the ontological as well as the 
epistemological aspects of the research. The theoretical framework (a CSR relational matrix) underpinning 
this research relates to the ontological dimension of this research . The epistemological aspect of this 
research entails employing an abductive research strategy (Blaikie, 2000) which makes use of only 
sensitising concepts to direct the research ; thereby, hypothesis testing is only recommended at the end of 
the research after second-order constructs are created (Schutz, 1963). 
1 
The authors of this research have created a CSR relational matrix that is based on two lines of 
axis. (See appendix A) The horizontal axis charts the levels or dimensions of corporate activities, namely 
(1) attitudinal-awareness, (2) knowledge-skills, (3) behaviora l, and (4) result-impact. The vertical axis 
maps the relational aspects of CSR. It provides an analytical mapping of CSR vis-a-vis various 
stakeholders, which comprise (1) employees, (2) commun ity, (3) environment, (4) customers (5) 
government, (6) suppliers, (7) industry players, and (8) investors. Synthesizing these two lines of axis, the 
CSR relational matrix, hence, becomes an analytical mapping template or 'semantic radar' whereby, 
corporate social responsibility takes cognizance of the multitude of stakeholders, in terms of the four levels 
of social initiatives/activities. Appendix A provides a visual framework of th is relational matrix. It details 
potential spheres of social responsibility, within each relational aspect. 
It is at the four levels or dimensions, that corporate social initiatives, could be clearly distinguished. 
At attitudinal/awareness level, corporate social initiatives may reflect ethically-oriented 
mission/vision/values, and campaigns/sensitivity programmes that are geared towards bu ilding 
awareness/attitudinal change. At another level, an awareness/attitud inal change may reach the 
knowledge-skills level, when corporate social initiatives are directed towards building skills and knowledge 
mastery through organ isations' direct/indirect participation in , for -example, educational programmes, 
training programmes, seminars, coping strateg ies workshops, etc. At yet another higher level, 
behavioural/structural change is observed to happen when corporate social initiatives are linked with an 
actual desired transformation. Last but not least, at results-impact level, the behavioural/structural change 
should translate into results which reflect tangible and sustainable improvement for societies. This is 
normally observed in monetary as well as non-monetary terms. Performance indicators, rankings, ratings, 
recognitions/awards are various means to measure and quantify at results-impact level. 
What is most noticeable about these levels or dimensions is that they may be oriented towards 
attitudinal change or knowledge development, yet lacking in behavioural change, or even at measurable 
impact level. In other words, corporate social initiatives may portray attitudinal-change initiatives and/or 
knowledge development initiatives. Nevertheless, such initiatives do not necessarily coincide with 
behavioural change or even where it matters most, creating sustainable (measurable) impact for 
commun ity well-being. An example of how the four levels are distinguished within the sphere of social of 
responsibility is shown for 'relation with employee as a stakeholder' for. 'health well-being' . 
Research objectives: 
1. To examine the extent and nature of levels of corporate social initiatives, vis-a-vis their 
relationsh ips with the stakeholder(s) 
2. To explore the perceptions and the meanings of the social actors in order to capture the rea lity of 
CSR as conceived and constructed by them 
3. To construct a new kind of theorizing on the (possibly) indigenous nature of CSR as well as a 
stakeholder-oriented society existing in MalaysiaJoday. 
Research methodology 
It made use of the abductive research strategy with a particular approach to social enquiry: 
Interpretivism. Its ontological assumptions rest on a constructivist or realist point of view while its 
epistemological assumptions rest on the idea that knowledge is generated from everyday concepts and 
meanings. Consistent with the ontological and epistemological assumptions, the methodology utilised in-
2 
deoth interviews with key representatives from 49 Malaysian-listed companies (20 in Penang and 29 in 
Klang Valley. Two key questions were posed : (1) W hat is the nature of community-re lated 
activit ies amongst different compan ies :ffi=PSR8Ag and what are the types of companies that 
offer these activities? (2) Based on the company managers' own perspectives', in what way are 
the community-re lated activit ies connected with other stakeholders and their interests? 
The research was conducted in three stages. The first stage involved gathering accounts of 
concepts and meaning of the social actors and describing these concepts and meanings, the second 
involved social scientific interpretations of the social actors' accounts, i.e. deriving categories and concepts 
thatn can form the bnsis of an understanding; and the th ird, generating theories from the social scientific 
descriptions, i.e. constructing theory that is grounded within the social actors' accounts. The process of 
deriving social scientific interpretations drew on Schutz's (1963) princip le of developing first- and second-
order constructs. 
Below is the schedule of research which was carried out: 
Literature review Jan-June 08 Sept 08 As resource for article write-up 
Identification of sensitising concepts June-Aug 08 Aug 08 Concepts as inputs for interview Os 
for abductive research 
Sampling for research July-Aug 08 Aug 08 Identified 20 cases in Penang 
Formulate interview Os Aug-Oct 08 Aug 08 Tested on pilot/cases in Penang 
Formulate interview protocols July-Oct 08 Aug 08 Tested on pilot/cases in Penang 
Pilot test/review method Oct-Dec 08 Oct 08 1 Case in KL and 2 cases in Penang 
In-depth interviews Jan 09-Sept 09 Sept-Nov 20 companies in Penang 
08 
Further In-depth interviews Jan 09-Sept 09 June 09 29 companies in Klang va lley 
Research findings 
The abductive analyses of these case interviews found f ive particu lar orientations or 
typolog ies of community re lationship existing within the CSR initiatives/programmes. The five 
main typolog ies wh ich emerged from the findings are: 
3 
(1) reputation-linked comm,unity intiatives: Companies which fall under this typology are often 
MNCs-based or sizable companies with operations, products or services that have a certain 
degree of risks of negative implications either towards the environment or the health and safety 
of their market and the society within which they exist. These companies normally fall under the 
category of hazard-prone industries or natural resources industries and food industries. 
The nature of community-related involvement initiatives in this typology portrays the importance 
of reputation building and the need to alleviate fears about the hazards of its products or 
services. With this underlying concern, its commun ity-oriented CSR programmes are tinged with 
cooperation with government with regards to specific national interests such as improving the 
education infrastructure, providing better health care education for the public, and even 
promoting a higher level of citizenship amongst the public with regards to environmental 
protection. Hand-in-hand, these companies would assure customers through specific 
advertisements, that they believe in not harming the consumers, rather working towards 
improving the quality of life of Malaysian society through their scientific research and 
development endeavours of the product concerned . Corporate sponsorships of events which 
are environmental/health-related for community benefit, and that provide extensive media 
coverage are very much sought upon as they allow for stronger positive associations to be built 
upon the products. 
(2) human capital-linked community initiatives: This particular kind of CSR initiatives or 
programmes could be witnessed in intensive-manufacturing driven industries, which produce 
high-technology or high-precision products and services that consistently demand high-quality 
processing environment. Indeed some of these are MNCs. Under this second typology, the 
companies are focused on matching their business/industry needs with government's 
aspirations. Doing what they believe they do best, these companies build a long-term focus, 
preferring to invest in few structured organised CSR initiatives/programmes. Such 
initiatives/programmes tend to highlight productivity-oriented characteristics and are influenced 
heavily by the changing trends in particu lar industry sector. These initiatives/programmes are 
oriented towards two kinds of community: internal (employees) and external (youth, university 
graduates, young students) and are focused on educational programmes which build quality 
human capital within the organisation or without, as prospective 'feeder' into the industry. 
(3) ethnic-linked community intiatives: Companies with its management-ownership identify itself 
with a particular ethnic group and will likely prioritise to serve the needs of that ethnic 
4 
· -. 
community-related needs_ This is perhaps a noteworthy finding that emerges from a multi-
ethnic society such as Malaysia. Ethnic-cu ltural aspects would be factored in when community-
related CSR programmes are adopted/initiated. Small service/manufacturing based companies 
which are government-linked align their community-related services with building bumiputra-
based community and a self-sufficient industry. These companies seek a mission in expanding 
the bumiputra-based equity through providing franchise mentoring programmes for similar-
interest entrepreneurs. 
(4) product- or service-linked community intiatives: A group of companies which are either 
government linked or private, yet providing infrastructural faci lities (electricity, transportation, 
health services) develop community outreach initiatives/programmes which are in sync with 
their products/services. Within this typology, businesses tend to be oriented towards basic 
needs of the community-consumers. Based on their comments, the ethnic/cultural elements 
hardly play a role in formulating their community intiatives. Their products/services are 
consumed/utilised on a regular, if not daily basis. 
(5) personality-linked initiatives: Led by corporate leaders who are well-networked with the 
government, or who are entrepreneurial, the companies within this typology established CSR 
initiatives which may not be permanent and changes according to the desires of the corporate 
figure heads. At this level, these initiatives tend to be philanthropic and connected to situational 
context, mostly, political in nature. In line with these types of Malaysian companies' desire to 
build stronger business-political ties, these companies would develop initiatives which are driven 
by pursuits of personalities who have strong connection with the Malaysian government. 
Within each of these five typologies, certain unique manifestations are witnessed with regards to 
the interconnection between community relationship and other stakeholder-based relationships. 
It is also important to note that at any time a company may probably engage in one or more of 
these community initiatives. 
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Appendix A: CSR Relational matrix 
A relational approach Attitudinal! Knowledge-Skills Behavioral! Results- Impac~ 
with stakeholders in Awareness level level Structural level level 
evaluating CSR 
disclosure 
1. Relation with Employee as stakeholder 
Examples of spheres of 
social responsibility 
- spiritual well-being 
- health well-being • Second- • Seminars on • Health care • Records 
hand how to stop benefits showing 
smoking smoking • Gymnasium reduction in 




- financial well-being 
- working conditions 
- equal employment 
opportunity! 
promotion 
- labor relations 
2. Relation with Customers as stakeholder 






for finished products 
3. Relation with Suppliers as stakeholder 






4. Relation with Government as stakeholder 






5. Relation with Community as stakeholder 















6. Relation with Environment and eco·habitat as stakeholder 
Examples of spheres of 
social responsibility 
- new 'product 
development/design 




7. Relation with Investors as stakeholder 
Examples of spheres of 
social responsibility 
-advocacy towards 
disclosure of information 
-Participation of minority 
investors in decision-
making 
8. Relation with Industry players as stakeholder 
Examples of spheres of 
social responsibility 
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. I first met Josie Fernandez in 2006, when she was 
a senior fe llow on The Nippon Foundation Fel lowship 
Programme for Asian Public Intellectua ls (API Fe llowship 
Programme) . The highly competitive programme 
identifies comm itted pub lic inte llectuals in the region and 
gives them the opportunity to research the pertinent 
issues of our time. She was one of a group of thirty 
people chosen from five countries in the region for the 
year 2006 . 
This book is based on her API research project, 
entitled, From Charity to Social Investment and Social 
Justice: A Study of Philanthropy Institutions in Indonesia. 
During her fe llowship in Indonesia, Ms. Fernandez 
researched community, institutional, corporate and 
religious forms of philanthropy, mapping the notions of 
philanthropy in those areas, and bringing to light the 
fact that socio-politica l changes are having a major 
influence on innovations in the philanthropic fie ld. Today 
phi lanthropic giving in Indonesia has evolved from 
simple charity into socia l investment and social justice-
directed giving . 
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Trends And Transformations: 
A CSR Perspective 
Josie Fernandez, Ellisha Nasruddin and Reevany Busta 
Corporate Social Responsibility 
The early 20th century saw a grand emergence of 
the growth and power of corporations. This growing 
corporate power and domination was faced with much 
socia l protests, protests which led to some business 
executives using their power not merely to gar_ner 
profits but also to achieve greater socia l purposes. The 
automaker Henry Ford, for example, developed programs 
to support the recreational and health needs of his 
employees while Andrew Carnegie and Rockefeller, the 
wealthy steelmaker and Rockefeller contributed heavily 
to the field of education. 
A historica l example from the East is illuminating. 
The founder of the Tata Group of Companies, Jamsetji 
Tata, said in "The Creation of Wealth", 189'5: "We do 
not claim to be more unselfish, more generous or more 
philanthropic than other people. But we think we started 
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on sound and straightforward business principles, 
I-----'-"nsidering the interests of the shareholders our own, 
and the health and welfare of the employees the sure 
foundation of our prosperity." 
Some Tata firsts in welfare: 
(Corporate Phifanthropy and Social Responsibility 
By Yazdi Jehangir Bankwala, 2005) 
The evolution of a more concrete concept of 
corporate social responsibility, however, began around 
the middle of the 20th century, where the question of 
'what responsibilities to sOciety can business people 
be reasonably expected to assume' was posed in the 
publication of Howard Bowen's "Social Responsibility 
of Businessmen". In that same publication, Bowen 
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coined the phrase Corporate Social Responsibility (CSR) 
which he defined~ the obligations of businessmen 
to pursue those policies, to make those decisions, or 
to follow those lines of action which are desirable in 
terms of the objectives and values of our society" (Ref: 
Corporatewatch.org). 
In the years to follow, discussions surrounding CSR 
grew but they were primarily academic in nature. The 
turning pOint for CSR grew out of the anti-corporate 
activism movement led by environmenta l, human rights 
and consumer activists. Nestle's aggressive campaigns 
to se ll their infant formu las to poor communities without 
addressing the conditions of usage, for instance, 
launched a whole movement by consumer organizations 
to boycott Nestle and push corporations to uphold their 
responsibility to understand t he effects of their products 
on people in the different realities they exist. 
The workers' rights campaigns of the 1990s were also 
strong driving forces of corporate social responsibility. 
During this period, many big corporations had their 
production factories in countries such as the Phillipines, 
Indonesia and Sri Lanka . It was found t hat the workers 
in these countries were being paid less than USD1 per 
day, and often worked in highly exploitative conditions. 
Nike, for instance paid about USD20 million yearly to 
athlete Michael Jordan for endorsements (Kellner, 2003), 
but refused to improve salaries or work conditions of 
Nike factory workers in the global South. 
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The rise in anti-corporate activism during this license to operate was in a shaky state. The company 
---p-er~lo-alea corporations to- reevaluate their attitudes ___ respoJlded by investing £20 million on a strong public 
towards social, environmenta l and human rights relations counterattack as it sought to bring a more--
issues. As a result of this, many organizations in the human face to Shell. It published a statement of business 
North launched campaigns to boycott goods made by principles outlining its core values, among which was 
corporations whose workers toiled in very exploitative 'honesty, integrity and respect for people'" and it set 
conditions, such as Nike's. At the same time, another up avenues such as Tell Shell in order to open the lines 
boycott campaign by consumer organizations, primarily of communication between the company and the larger 
in Europe was launched, with the focus on the textile community. 
industry. This was the "Clean Clothes Campaign". These 
were the strong push factors that moved corporations 
to address their social responsibility to labour practices 
and to their workers. The idea ca ll of this movement was 
that although the corporations themselves were often 
"distant" from the ir workers in supp lier factories, they 
still had a responsib ility towards them and they still had 
to address the social dimension in which they operated. 
While the movement itself may have formed to 
push corporations to look at t heir social responsibility 
at different levels of operation and functioning, the 
outcomes itself were often not in line with that. In 
1995, a critica l point in the anti-corporate backlash 
was reached when Shell was accused of involvement 
in the execution of Nigerian activists as it's decision to 
sink the Brent Spar oil platform which received severe 
criticism from Greenpeace (corporatewatch.org). It was 
a PR disaster for Shell. It temporarily lost the confidence 
of investors and the public, and .more importantly it's 
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The growth of CSR therefore spurred out of anti-
corporate campaigns, for which the direct response 
from corporations has primarily been to repa ir their 
image in the eyes of the public, enhance the company's 
reputation and gain more leverage in society. Anita 
Roddick, founder of Body Shop and a pioneer in CSR 
has also come out with heavy criticism of the manner 
in which CSR is thought of and implemented today. 
In an interview with CorporateWatch, Roddick states 
that "corporate social responsibility, I don't think 
it's working. I think it's been taken over by the big 
management houses, marketing houses .. . it's a huge 
money-building operation now. I think maybe it 's the 
word 'corporate~ .. " 
Moving beyond public relations practices, corporate 
social responsibility needs to be understood beyond 
the surface notion of merely 'contributing back' to 
commun ity. The European Commission defines CSR 
as "a concept whereby companies integrate social and 
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l' environmental concerns in their business operations and 
____ in their interaction with their stakeholders on a voluntary 
basis", Corporations therefore should see CSR both as 
a sense and practice of social responsibility within their 
own corporation and also as an extension outside the 
corporation, CSR should be a practice through which 
companies engage in partnership with their stakeholders, 
the community, and not merely operate in a simplistic 
top-down fashion (Le, donating money to a charity or to 
associations which are politically liri'ked). 
", ,,So I think the corporate social responsibility 
movement has got to have a bit more courage. And I 
don't think anything wi ll happen until we get the financial 
institutions to change. And so that were not measured 
by this one standard, this unimaginative financial bottom 
line. When we are measured by a financial bottom line 
that does include human rights, social justice and workers 
justice, and if we start listening to the real forerunners 
of the planet-the environmental movement, the social 
justice movement-to help shape our thinking, then 
something will change.,," - Dame Aliita Roddick 
Seeing CSR as both a sense and practice requires 
corporations to adopt the ethical rationality in their 
CSR endeavours. Ethical rationality as the foci, simply 
put, directs corporations to 'doing the right thing for 
the right reasons', Nevertheless, there are at least 
three other opposing rationalities, which are potentially, 
if not already, in conflict with this ethical paradigm , 
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In many ways they are dominant in that they are often 
__ -,t-:.:.he underlying basis in the decision-making processes'---------__ 
of businesses. The essence of each of these rationalities 
can be captured in the following table 1: 
Table 1: Three Competing Rationalities 
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In contrast, corporations which are guided by ethical 
rationality, portray an alignment to a moral compass, 
where social responsi51lffYis integrarea cKQ'natural' part--
of the organization, rather than seen as an 'obligation' 
or as a 'strategic tool', which delivers tangible as well as 
non-tangible benefits' to the corporations. Corporations 
driven by ethical rationality would automatically integrate 
social responsible behaviours, internally and externally, 
with both spheres being in harmony with each other. 
The essence of this rationality is captured in Table 2 
below: 
Tab./e 2: The Ethical Rationality 
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In integrating an ethica l paradigm within business 
decision-making, various stakeholders need to be 
considered and it could be a daunting task. It is easy to 
get lost in the day-to-day decision-making and working 
from the eth ica l paradigm basis need a conscious as well 
as a trained mind . CSR relational matrix Cfable 3) offers 
a solution for corporations which need to ensure t hat 
ethical considerations contextua lised to key stakeholders, 
are not left on the sideline. This matrix is based on two 
lines of axis . The horizonta l axis charts the levels or 
dimensions of corporate activities, namely (1) attitudinal-
awareness, (2) knowledge-skill s, (3) behaviora l, and (4) 
resu lt-impact. The vertical axis maps the relational 
aspects of CSR. It provides an analytical mapping of 
CSR vis-a-vis various stakeholders, which comprise 
(1) employees, (2) community, (3) environment, (4) 
44 FROM CHARITY TO SOCIAL INVESTMENTS AND SOCIAL JUSTICE: 
PHILANTHROPY IN I ND ONESIA 
customers (5) government, (6) suppliers, (7) industry 
players, and (8) investors. Synthesizing these two lines 
of axis, the CSR lona matrix, ence, ecomes an 
analytica l mapping template or'semantic radar' whereby, 
corporate social responsibility takes cognizance of the 
multitude of stakeholders, in terms of the four levels 
of social initiatives/activities. Table 3 be low provides 
a visual framework of thi s relational matrix. It details 
potential spheres of socia l responsibility, within each 
relational aspect. 
The strength of this CSR relationa l matrix, thus, 
li es on its broad inclusiveness of stakeholders and 
dimensiona lity of initiatives/activities . The inclusiveness 
of stakeholders provides a framework for understanding 
the extent of corporate comm itment towards socially 
respons ible behaviour. It is centred on Granovetter's 
(1985) embedded ness argument which places 
significance, upon the relations between firms and 
networks of social re lations. Examples such networks 
of social relationships are: 1) company-government 
relationship, 2) company-market relationship, company-
company relationship, and compa ny-internal-community 
relationship. 
It is also at the four levels or dimensions, 
that corporate social initiatives, cou ld be clearly 
distinguished. At attitudinal/awareness level, corporate 
socia l initiatives may reflect ethica lly-oriented mission/ 
Vision/values, and campaigns/sensitivity programmes 
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' ____ L-L'-"'-'--are geared towards building awareness/attitud~nal shows examples of how the four levels are distingUished 
change. At another level, an awareness/att,tudlnal __ - within_ the sp_here of social of responsibility 'health 
change may reach the knowledge-skills level, when well -being' (Vis-ii-vis the 're lation with employee as a 
corporate social in itiatives are directed towards building stakeholder'). 
skills and knowledge mastery through organisations' 
direct/indirect participation in, for example, educationa l 
programmes, training programmes, seminars, coping 
strategies workshops, etc. At yet another higher level, 
behavioural/structural change is., observed to happen 
. ! when corporate socia l initiatives are linked with an 
I actua l desired transformation. Last but not least, at 
results-impact level, the behaVioural/structural change 
should translate into resu lts which reflect tangib le and 
sustainable improvement for societies. This is normally 
observed in monetary as we ll as non-monetary terms. 
Performance indicators, rankings, ratings, recognitions/ 
awards are various means to measure and quantify at 
resu ltS- impact level. 
What is most noticeable about these levels or 
dimensions is that they may be oriented towards 
attitudina l change or knowledge development, yet lacking 
in behavioural change, or even at measurable impact 
level. In other words, corporate social initiatives may 
portray attitud inal-change initiatives and/or knowledge 
development initiatives. Nevertheless, such initiatives 
do not necessarily coincide with behavioural change 
or even where it matters most, creating sustainable 
(measurable) impact for community we ll-being. Table 3 
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Table 3: 
CSR Relational Matrix: 
Semantic Radar to map Corporate Social Responsibility 
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Granovetter, M, (1985), "Economic action and social structure: 
The problem of embeddedness," American Journal of Sociology 
91. November: pp, 481-510, 
A market system has not worked in terms of poor 
people. - Warren Buffet 
We need to challenge the idea that you can live a 
morally decent life just by looking after your own family 
and not actually causing harm to others. We need to 
develop a sense that if we have an abundance, we are 
actually doing wrong if we don't share it. - Peter Singer 
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-~ _ Institutionalized ~hilanthropy 
Modern philanthropy is highlYinstitutionalizecn,e~. ­
resources are mobilized for grantmaking which goes 
through various stages such as identifying prospective 
beneficiaries and intermed iaries. Wealthy individuals 
and families established grantmaking foundations to 
enhance the efficacy of their contributions to society, 
These foundations are serviced ,by many supporting 
organizations such as research institutions and centres 
of excel lence, 
The specialization of giving is a particular feature of 
institutionalized philanthropy. The Rockefeller Foundation 
focused on health and education , It contributed to 
improving medical education and research in the United 
States. Andrew Carnegie is known as a great founder 
of libraries. The Bill and Melinda Gates Foundation have 
raised awareness on health and poverty, 
On June 26, 2009, Warren Buffett, the world's 
second richest man pledged most of his US dollars 44 
billion fortune to the Bill and Melinda Gates Foundation, 
creating the world's biggest charitable foundation. He 
broke new ground in institutionalised structures of giving 
by outsourcing philanthropy. 
In Asia, the Nippon Foundation is making significant 
contributions to education, health, the environment, 
focusing on building the people's capacity. 
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Philanthropy in Asia generally has not attained 
this level of institutionalization. But the growth of a 
-Civil society- movement- is changing the sj[ucture of 
philanthropy in Asia. 
The dependency on foreign aid, which will di!11inish 
as Indonesia develops, has also triggered the need to 
develop indigenous philanthropy. 
A study in 2000 by the Public Interest Research and 
Advocacy Centre (PIRAC) showed a high level of giving 
among Indonesians, Almost all of those interviewed 
(96%) stated they had given donations either in the 
form of cash, goods or time and energy, 
A report noted that the financial potential of the 
Muslim community to raise zakat, infak and sedekah 
funds totals around 20 trillion rupiah annually, Around 
98% of all Muslims in Indonesia donate cash, food or 
their own time. Even those with an average income 
equ ivalent less than USD1000 per annum give donations, 
For a country in which Muslims constitute almost 
90% of a population of over 220 million, the potential of 
Islamic philanthropy is obviously huge. 
A large proportion of the population (110 million) still 
live on less than USD2 a day and realizing this potential 
is all the more important.5 
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Social Justice Philanthropy (SJP) 
wo MartinLTlther-KingJr:- "Philanthropy 
is commendable, but it must not cause the philanthropist 
to overlook the circumstances of economic injustice 
which make philanthropy necessary. /I 
The concept of Social Justice Philanthropy was 
first developed in the United States by the National 
Committee for Responsive Philan~hropy (NCRP). 
Socia l Justice Philanthropy is "the practice of making 
contributions to non-profit organizations that work 
for structural cha nge and increase the opportunity of 
those who are less well off politically, economica lly and 
socia\ly."7 
The goal of SJP is the creation of social justice, 
which involves, theoretically, "addressing basic needs, 
redistribution of power, transformation of values in 
favour of diversity (race, gender, etc), strong community 
capacity and public participation in decision making. 
Traditional philanthropy does not address basic needs 
nor does it contribute to the transformation of values, 
including prejudices on race and gender. 
Traditional philanthropy may redistribute power and 
improve capacity but it is unclear who makes decisions, 
to whom power is redistributed and whose capacity is 
built. From the SJP perspective, social services do not 
eradicate the root causes of social injustice".B 
S4 FROM CHARITY TO SOCI AL INVESTMENTS AND SOCIAL JUSTICE: 
PHILANTHR OPY IN INDONESIA 
In IndoneSia, the emergence of social justice 
philanthropy can be traced to religious philanthropy 
based on Islam anaChristianity,r:e-tFirougnmissi;"'o""n'"'a""r"y---
work. 
Before Muhammadiyah, the Islamic social 
org anization established in 1912, it was the Christian 
missiohary movement that built schools, hospitals and 
orphanages in many Indonesian cities. Muhammadiyah 
emulated this Christian expression of philanthropy. 
However, dakwah and missionary forms of philanthropic 
activities at the turn of the 20th century did not respond 
to the causes of poverty and alienation.9 
It was the development of civil society organizations 
(CSOs) in the 1970s that brought a shift from traditional 
philanthropy to social justice philanthropy. 
Poverty, marginalization, environmental 
degradation, violation of labour and human rights, 
gender discrimination and limited democratization and 
restrictions on citizens created the space for advocacy. 
However, advocacy C50s in Indonesia genera\ly are not 
recipients of traditional philanthropy. 
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Source: Islamic Philanthropy & Social Development in Contemporary 
Indonesia, Chaider S. Bamualim et al. , CSRC, UIN, 2005) 
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A s a result of the growth of Islamic philanthropy for 
socia l justice, the Centre for the Study of Religion and 
culture (CSRC) has developed a programme to study 
th is phenomenon, This programme undertakes to study 
traditional Islamic ph ilanthropy in Indonesia, in the fields 
of zakat, sedekah and wakaf. 
The aim of th is prog ramme is to examine and 
understand objective ly the role Islamic philanthropy 
plays in promoting social justice initiatives in Indonesia, 
and how th is ro le can be expanded to make these 
initiatives more effective, It looks at the opportunities 
and challenges that the philanthropic institutions face in 
creat ing universal social justice, 
The study further seeks to propose 
recommendations for the development of 
institutionalized Islam ic philanthropy in the hope t hat 
it can advance human rights and strengthen civ il society, 
The development of discourse on Islamic philanthropy 
for social justice necessitates the dissemination 
of concepts pertinent to human rights, pluralism, 
democracy, civil society and a culture of peace within 
the Muslim commu nity, especially religious and civil 
society orga nizations. 
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organizations in order to obtain enhanced public trust. a long tradition of philanthropic giving to mov'e from 
Institutions such as Eco Pesantren Darut Tauhid, 
Dompet Dhuafa Republika Foundation, the Indonesian 
Biodiversity Foundatic, n (Kehati), Yayasan Wisnu and 
Transparency International Indonesia are pursuing 
the goals of social justice philanthropy through their 
activities, 
The programmes of these philanthropy related 
organizations reAect their efforts to find so lutions to 
deep-rooted problems in Indonesia today, i.e. poverty, 
environmental degradation, lack of access to education 
and health, redistribution of resources, corruption 
and peoples empowerment through participation. The 
diverse programmatic activities of these institutions are 
set to transform Indonesian society in urban and rural 
areas. 
Indeed, social justice philanthropy is a battleground 
for a range of issues that have impacted Indonesian 
society during 20 years of the New Order Regim~ (1968-
1998), The struggles for freedom, people's participation 
and empowerment stiAed by the oppression of the 
Suharto era began to inAuence the development of 
philanthropy in the 1990s. The financial crisis of 1997 
precipitated the fall of 5uharto in 1998 and resulted in 
an era of awakening for C50s. 
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spontaneous giving to one based on understanding the 
need for more sustainable efforts to help others to help 
themselves",lo • 
"Insanity is when you do the same thing over and over 
again and expect a different result." - Albert Einstein 
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Servicing the Multi-ethnic Communities in Penang: 
~our Typologies of CSR Community Initiatives 
Reevany Bustami, Ellisha Nasruddin, Sarmila Md Sum! 
" ... the role of an increasingly connected and concerned citizenry is on the rise. 
Just as the "invisible hand'" of human nature has shaped 
and organized global markets for goods and services, 
so the same force can now find expression in 
a shared marketplace of ideas, values, beliefs, possibilities, and actions. " 
(Kelly, 2006:258) 
Abstract 
In understanding corporate social responsibility (CSR) community initiatives, this article is 
based on case studies materials from twenty companies operating in Penang, a northern state 
of Malaysia. The purpose of this article is twofold: (1) to investigate the nature of 
community-related CSR activities amongst different companies in Penang and examine the 
types of companies that offer these activities, and (2) to adopt the abductive research 
strategy, utilizing the social actors own perspectives to build typologies on the ways in which 
these community-related CSR activities are connected with other stakeholders and their 
interests. Based on the research findings, this article identifies four typologies of corporate 
community involvement in Penang, namely (i) reputation-linked community initiatives, (ii) 
human capital-linked community initiatives, (iii) ethnically/culturally-linked community 
initiatives and (iv) product/service-linked community initiatives. The findings also show that 
the ethnic/cultural dimension to CSR is sometimes highly relevant, and sometimes secondary 
at best depending on the typologies of CSR community initiatives. 
INTRODUCTION 
In their attempts to enhance the relationship between business and society, business 
corporations have increasingly integrated corporate social responsibility (CSR) into the 
strategy of their organizations (Barney, 2003; Gariga & Mele, 2004; Porter & Kramer, 2006; 
Manteaw, 2007). It has also being argued that CSR has been integrated into the global policy 
agenda of many countries worldwide, in conjuction with the fact that CSR is expected to be 
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Sarmila Md Sum is faculty member at the Center of Social Development and Environmental Studies, Social Sciences and 
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adopted as part of the practices by the corporations in achieving sustainable development 
-- (World Business Corporation for SustainabkDevelopment-WBCSD:_1999). 
Research and observations made by a leading nonprofit global organisation, Business 
for Social Responsibility (BCR) concludes that the benefits of CSR for busines corporations 
include increased in sales and market share, strenghtened brand positioning, enhanced 
corporate image, increased ability to attract, motivate and retain employees, reduced 
operating costs and, increased appeal to investors and financial analysts (Kotler and Lee, 
2005: 10). In other words, corporation will function more effectively when they incorporate 
the needs of the stakeholders with those of the corporations' (Juholin, 2004; Porter & Kramer 
2006). As a result, CSR is viewed as part and parcel of strategic business initiatives where 
corporations use it to fulfill its performance and bottom-line or fullfill the needs or pressures 
from the stakeholders, or both (Kotler & Lee, 2005). 
CSR is also recognised as an important element in social policy development not only 
for present social conditions, but also for the future (Fonteneau, 2003). The private sector's 
contributions through CSR is greatly encouraged, especially those contributions that are 
beneficial for, and that create lasting positive impact for the community at large. In fact, in 
any CSR endeavour, the community, as the central recipient needs to be factored in. This 
article will discuss the practices of CSR in relation to the community, especially with regards 
to the nature of such CSR practices, in so far as it inter-relates with business corporations' 
needs to fulfill its myriad other stakeholder interests within Penang's multi-ethnic society. 
CORPORATE SOCIAL RESPONSIBILTY AND COMMUNITY RELATIONSHIPS 
CSR, as a concept, has been moulded and developed into a concept that encompasses 
quite distinct definitions, by various groups and bodies concerned. Accordingly, as much of 
the literature would claim, the notion of social responsibility started as early as from the 
eighteenth century, during the Industrial Revolution in Europe. The upper class community 
raised concerns over the treatment of the industries towards their employees and encouraged 
the rise of social consciousness towards workers, amongst managers; managers were urged 
not only to concentrate on productivity (increasing the quantity of production by the 
industries), but to also consider the social welfare of the workers (Solomon & Solomon, 2004 
: 189). Modem literature dates the beginning of the evolution and development of this 
concept to the 1950s (Caroll, 1999) which continued on to the 1960s and 1970s. While there 
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is no one definition that is being commonly used to address it, according to Dahlsrud (2006), 
who analysed 37 definitions on CSR, the Commision of European Communities' concept of 
CSR (2001 )--whereby, companies integrate social and environmental concerns in their 
business operations and in their interaction with their stakeholders on a voluntary basis--is 
most frequently referred to. Another well-referred definition comes from the World Business 
Council for Sustainable Development (1999),' where CSR is conceptualised as a commitment 
of business to contribute to sustainable economic development, and working with employees, 
their families, the local community and society at large to improve their quality of life. 
CSR as a concept, today, thus, creates and provides opportunity to the business 
corporations to do no harm and extend their activities towards showing good deeds, while 
ensuring that their economic objectives are met. While the notion of good deeds allows 
business corporations to work with quite a large canvass of possibilities, it is their 
responsibility towards improving the livelihood of the society that is demanding the attention 
of business corporations. 
Increasing number of companies has started to recognize the notion that it is in the 
best long-term interest of both company and the community to improve the community, 
community resources, and the lives of its members. Companies need to foster mutually 
beneficial relationships with the community, portraying sensitivity towards the culture, 
context, and needs of the community. This act would by itself, reflect companies' proactive 
and cooperative role in making the community a better place to live in and to conduct 
business (Epstein, 2008:39). In practice though, businesses develop complex relationships 
with many segments of society. The existence and power of these segments require careful 
management and attention as business success can be affected negatively or positively by 
these segments of communities, which are also known as business stakeholders. 
The 21 st century CSR discourse is now taking a new tum as both businesses and 
community develop deep relationships, especially with communities engaging with 
corporations more routinely than previously (Newell, 2005:541). In fact, the 21st century 
CSR discourse has moved from stressing on business outcomes (corporate social 
performance) towards highlighting their development implications-impact of corporate 
responsibility initiatives towards sustainable livelihood of comunities, societies, and the 
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world at large (Barney, 2003; Blowfield & Frynas,2005; Blowfield. 2007; Jenkins, 2007; 
Muthuri, 2007). The CSR discourse, (very much dominated by the field of management), is 
requiring contributions from other disciplines such as geography, political science, and 
development studies (Ideamudia, 2008:92); the intent here is to complement the much-
discussed "business case" of CSR, particularly on corporate social performance and its 
implication on the bottom-line, (Margolish & Walsh, 2005) with areas related to sustainable 
science. Blowfield & Frynas (2005) suggest that a critical agenda is needed to look into the 
contributions of corporation, not only on economic growth, but also towards other areas such 
as reducing poverty and building human capital. Even though there are discussions on the 
possible contributions of CSR towards sustainable development, none yet look into whether 
such efforts bring changes to the community involved (Hamann, 2007:25); in fact, many . 
questions relating to the outcomes of the activities towards community still rem am 
unexplored (Malovics, Csigene & Kraus, 2007; Muthuri, 2007; Ideamudia, 2008). 
COMMUNITY RELATIONSHIP INITIATIVES: CCI, CSI, AND CCR 
This section will further discuss terms that are used to refer to community 
relationship initiatives: Corporate Community Involvement/Corporate Community 
Investment (CCI), Corporate Social Initiatives (CSI), and Corporate Community Relation 
(CCR)/Corporate Citizenship. While these terms may portray conceptual differences, they 
may be used interchangeably when corporations refer to their CSR initiatives with respect to 
the community. 
Corporate Community Involvement or Corporate Community Investment (CCI) 
cel in practice, refers to corporate philantropic activities. This activities are seen to 
provide significant contribution to local communities. On the one hand, the act has been 
criticised as pure marketing or image creation; on the other, it has been viewed as genuine 
commitment of corporations in showing concerns for their local communities (Moller & 
Erdal, 2003: 21). According to Epstein (2008:39), companies that value community 
involvement and economic development, would collaborate with community members to 
promote rigorous standard of health, education, safety, and economic development. WBCSD 
(1999:8) refers to community involvement as working on community issues that covers 
broad range of activities including initiating community assistance programmes, supporting 
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education needs, fostering a shared vision of corporation's role in the community, ensuring 
community health and safety, taking on sponsorships, enabling employees to do voluntary 
work in the community, and philantropic giving. 
What characterizes these types of relationships between business and community is 
that they are corporations' voluntarily involvement or investment in the local community. 
These activities might be short or long term; stress on more isolated business corporation's 
initiatives or is part of a more holistic approach to CSR (Moller & Erdal, 2003: 21). Hence, 
CCI could also be referred to as Corporate Community Investment. Charities Aid Foundation 
- CAF (2006: 7) refers to community investment as business involvement in social initiatives 
to meet the needs of the communities in which they operate. This investment in community 
will provide a way for companies to demonstrate a commitment to acting responsibly and to 
making a positive contribution to society. However, CCI is also more than just making 
financial contribution to charities. It includes companies giving to local people or charitable 
organisations, access to equipment or infrastructure such as computer or meeting space; 
access to human resources such as the employee time, skill and knowledge, and also access 
to business capacity that refers to marketing and customer reach. 
Corporate Social Initiatives (CSI) 
CSI is a another term used to describe the activities of business corporations towards 
community. CSI refers to activities that comes from corporate community involvement that 
entails a significant use of firm resources related to the organization's core compentencies 
(Hess, Rogovsky & Dunfee, 2002: 112). However, there are several unique characteristics of 
CSI: 
1) CSI programmes are connected to the core values of the firm whereby they reflect the 
corporate recognition of specific community problems or needs as express by relevant 
stakeholder groups; 
2) CSI programmes are linked with the core compentencies of the firm and are actively 
initiated and guided by top management who incorporate it into strategic planning. It 
is not programmes that are delegated to community relation personel who is not 
necessarily knowledgable about core business of the corporations; 
3) CSI programmes are sistematically evaluated, assessed, and communicated to 
stakeholders. 
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In Corporate Social Responsibility: Doing the Most Good For Your Company and 
---Your Cause;-Kotler and Lee (2005) discuss components of activities and efforts that could be--
termed as corporate social initiatives. These activities form a major part of corporate social 
responsibility (see table 1). 
Table 1: Activities related to Corporate Social Initiative 
Component Activities Activities 
Community health AIDs prevention, early detection of cancer, timely 
immunization 
Safety Designated driver programmes, crime prevention, 
use of car safety refrains 
Education Literacy, computers for schools, special needs 
education 
Employment Job training, hiring practices, plant locations 
Environment Recycling, elimination of the use of harmful 
chemicals, reduced packaging 
Community and economic Low interest housing loan 
development 
Other basic human needs and desires Hunger, homelessness, animal rights, voting 
privileges, anti-discrimination efforts 
Source: Kotler and Lee 2005, p: 4 
Corporate Community Relations (CCR) or Corporate Citizenship 
CCR or corporate citizenship calls upon the management function to interact with 
local communities. CCR activities includes those that promote the interest of the company 
and also the communities where the corporation is located. Among the activities that are 
commonly included in CCR are donations and contributions, employee volunteerism, 
community based programmes, and relationship with civic, professional and nonprofit 
organizations (Altman, 1998:46). This activities while very simila wjt~those...related to CSI, 
stress more on nurturing relationships which extends beyond the local community. 
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CORPORATE INVOLVEMENT IN COMMUNITY: THE MALAYSIAN CASE 
Examples of governments taking CSR seriously are abound. In the United Kingdom, 
a special cabinet minister is tasked to monitor CSR development, and in both France and the 
United Kingdom, legislations on CSR re.fiectth6 serious stance adopted. Nevertheless, CSR 
has also appeared in the agenda of developing and emerging economies countries from as far 
as China to South Africa and Chile. World organizations such as World Bank has further 
encouraged governments all over the world to take on a serious role in promoting CSR when 
the fonner explored CSR as an element of good governance (Blowfield, 2007:693). The 
ultimate aim of World Bank and other development agencies such as the Department for 
International Development (DFID) is that private sectors play their role in development, 
particularly in alleviating poverty. 
In Malaysia, the Second Finance Minister, Tan Sri Nor Mohamed Yaacob has voiced 
out that Malaysian corporations cannot afford to just pursue their short term business 
objectives while disregarding the community and environment in which they operate. He 
reiterated that, in the same way that underinvestment in capital would limit the capacity and 
economic life of an organization, underinvestment in the community and environment would 
undermine the sustainability of the corporations' future profits and viability (Treasury, 2006). 
The importance of practising CSR is also emphasised by the Prime Minister in his 
2007 budget speech whereby ethnic diversity is highlighted by him as an integral part a CSR 
agenda. In a multi-ethnic Malaysia, the Prime Minister urged all Malaysian public listed 
companies (PLCs) to inculcate the culture of CSR which is in line with the nation's socio-
economic objectives; this include providing business opportunities to domestic entrepreneurs, 
developing human capital, and contributing towards well being of the rakyat (citizens) 
especially, those who are less fortunate. In terms of enhancing community welfare, PLCs are 
=====encouraged to adopt a charitable institution suc as welfare homes and orphanages, old folk 
homes, shelter homes and drug rehabilitation centers. He added that, to encourage private 
sector companies to participate in CSR programmes, the Government proposes the ceiling for 
tax deduction on charitable contribution be increased from 5% to 7% of the corporations' 
aggregate income (Budget Speech, 2007:22). 
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Bursa Malaysia (the Malaysian stock exchange) also responded to the Malaysian 
government's call by spearheading an effort to develop a CSR framework in 2006 that is 
aimed at assisting and guiding public listed companies with their CSR programmes in stages. 
This framework encompasses four important responsibility components namely, 
responsibility towards the environment, community, workplace, and marketplace (see table 
2l It has also made CSR disclosure a mandatory requirement for public-listed companies in 
Malaysia. 
Table 2: Bursa Malaysia Corporate Social Responsibility Framework 
Environment Community Marketplace Workplace 
-Climate change -Employee -Green product -Employee 
-Renewable energy voluntarism -Stakeholder involvement 
-Energy efficiency -Education engagement -Workplace diversity 
-Biofuel -Youth development -Ethical procurement -Gender issues 
-Waste management -Underprivileged -Supplier -Human capital 
-Biodiversity -Graduate management development 
-Endangered wildlife employment -Social branding -Quality of life 
-Children -Corporate -Labour rights 
Governance - Human rights 
-Health and safety 
Source: Yusli Muhamed Yusof (2006) 
According to prevIOUS research on Malaysian corporations' commitment towards 
CSR, annual disclosure reports on CSR by corporations listed on Bursa Malaysia had risen 
from 75.5 percent in 1996, to 96.8 percent in 2005 (Mustaffa Mohammad Zain & Rashidah 
Muhammad, 2007). 
2 WBCSD (1999:5) conceptualises CSR to include human rights, employee rights, environmental protection, community 
involvement, supplier relations, monitoring and accessment, and stakeholder rights. Other empirical studies identified 
similar CSR components: business practices' concern towards environment, corporate relations with customers, 
management of human resource, community involvement, energy savings, employee safety, and research and development 
of product (Foo & Tan, 1988; Tilt, 1994; Deegan et.a!., 2002). While the implementation of each of the components is not 
necessarily similar in every company, every corporation would eventually touch on the issues of quality and product safety, 
environment, energy, business attitudes, human resource, and impact to community (Fulop et.al 2003). These components 
are factored into the Bursa Malaysia framework for PLCs in Malaysia. 
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In the earlier research done by Teoh and Thong in 1984, report on community 
component is only 10 percent compared to other components within the components 
~---- identified as corporate social reporting. However, a later research by Mohd Zain, et.al. (2006) 
reported an increased in the percentage of the community component to 51.4 percent. The 
increased in percentage of reporting has somehow indicated that increased efforts by 
corporations on the component under the · 'category of corporate responsibility towards 
community (Mustaffa Mohd Zain, Rashidah Mohammad & Muhd Kamil Ibrahim, 2006: 40). 
Another research by Prathaban and Abdul Rahim (2005) on top public listed 
companies in Malaysia in the year 2003 to 2004 found that approximately RM 82.1 has been 
contributed by corporations in Malaysia towards the community. The fund had been used 
among others to enhance the performance of education, sports, religious, orphanages and 
NGOs. This research could also indicate that, social initiatives or community investment has 
started to become part of the strategy of corporations in Malaysia. 
Nevertheless, there are other previous studies on CSR concentrating more on the 
reporting practices by the corporations and its linkages to corporate performance (Teoh Hai 
Yap & Gregory Thong Tin Sin, 1986; Foo See Liang & Tan Mui Siang, 1988; Hamezah 
et. al. , 2003; Mustaffa Mohammad Zain & Rashidah Muhammad, 2007). However, 
mainstream accounting organizations (such as the . Association of Chartered Certified 
Accountants: ACCA) has identified various persistent weaknesses and limitations in current 
reporting practices where some of which are highly relevant when interpreted in terms of 
development context--the overall CSR reports were better at covering environmental issues 
than social ones, and were just only beginning to pay attention to companies' economIC 
impact (Blowfield, 2007:686). 
COMMUNITY INVOLVEMENT IN PRACTICE: CASE STUDIES IN PENANG, 
MALAYSIA 
This section analyses the nature of community involvement initiatives/programmes, 
within a modern industrialised state, Penang3• Twenty case studies4 have been chosen for the 
3 Penang is one of the oldest stales in Malaysia and its prime location with a free trade zone (FTZ) status, and ethnic 
communities as well as a rich cultural heritage (penang capital city - Georgetown is one ofthe world heritage cities), vibrant 
business activities are expected to formally and informally develop into some community-related initiatives/programmes. 
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purpose of this analysis. These case studies were purposely selected in order to truly 
understand the nature of community involvement initiatives/programmes and the dynamics 
of interactions with other stakeholder relations within a range of business contexts: local and 
multinational-based, small and large size companies, companies with different ethnic-based 
ownership, manufacturing as well as service-based industries. Two key questions were 
posed: (1) What is the nature of community.;related activities amongst different companies in 
Penang and what are the types of companies that offer these activities? (2) Based on the 
company managers' own perspectives', in what way are the community-related activities 
connected with other stakeholders and their interests? 
In order to unearth the true nature of Malaysian context with regards to the 
complexity of the dynamics of community-related activities, this research undertook an 
abductive research strategy. Unlike the deductive or inductive research strategies, the 
abductive research begins its point of entry with the social actors' perspectives in order to 
capture the inner meanings and insights which in turns leads the research to construct an 
understanding from the social actors own paradigms and practices. Its research philosophy is 
interpretivism (and not positivism or critical rationalism). One of its strengths is that it 
preserves the indigenous /local knowledge and builds an analytical understanding of social 
reality as closely as possible to the paradigms and practices at the ground. Nevertheless, the 
researchers' (and authors') own analysis is not completely absent. This article presents what 
can be termed as the 'second order construct' which is built on the 'first order constructs' of 
the social actors' own everyday language and practices. Consequently, as the findings are 
constructed from the social actors' own categories, the typologies and the conceptual 
construction of social reality that emerge may not represent the 'orderly and systematic' 
deductions of some existing theories of CSR. 
The abductive analyses of these case studies found four particular orientations or 
typologies of community relationship existing within the CSR initiatives/programmes. The 
four main typologies which emerged from the findings are: (1) reputation-linked community 
intiatives, (2) human capital-linked community intiatives, (3) ethnic-linked community 
intiatives, and (4) product- or service-linked community intiatives. Within each of these four 
4 These article publication is part of a wider research study which seeks to understand the CSR and its nature of orientations 
in Malaysia. It involves understanding community-related initiatives from a relational matrix perspective involving eight 
stakeholder relationships: employees, customers, industry, suppliers, government, investors, environment, and community. 
This perspective seeks to build a more systematic effort in understanding the complex nature of community-related 
initiatives in Malaysia. 
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typologies, certain unique manifestations are witnessed with regards to the interconnection 
between community relationship and other stakeholder-based relationships. It is also 
important to note that at any time a company may probably engage in one or more of these 
community initiatives. 
Typology #1: Reputation-linked community initiatives. Companies in Penang which fall 
under this typology are often MNCs-based or sizable companies with operations, products or 
services that have a certain degree of risks of negative implications either towards the 
environment or the health and safety of their market and the society within which they exist. 
These companies normally fall under the category of hazard-prone industries or natural 
resources industries and food industries. 
The nature of community-related involvement initiatives in this typology portrays the 
importance of reputation building and the need to alleviate fears about the hazards of its 
products or services. With this underlying concern, its community-oriented CSR 
programmes are tinged with cooperation with government with regards to specific 
national interests such as improving the education infrastructure, providing better health 
care education for the public, and even promoting a higher level of citizenship amongst 
the public with regards to environmental protection. Hand-in-hand, these companies 
would assure customers through specific advertisements, that they believe in not harming 
the consumers, rather working towards improving the quality of life of Malaysian society 
through their scientific research and development endeavours of the product concerned. 
Corporate sponsorships of events which are environmental/health-related for community 
benefit, and that provide extensive media coverage are very much sought upon as they 
allow for stronger positive associations to be built upon the products. 
Well-leveraged MNC-based entities are inclined to develop coherent and strategic CSR 
programmes which allow community-related involvement programmes to be long-term 
and brand-building. This tends to be the standard emerging form of practices shown by 
such companies whose managers know too well that brand image and social 
responsibilities go hand-in-hand. Linked to its headquarters overseas, such companies in 
Penang utilize its core competency to develop many of its community-related 
programmes. 
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In this typology, the general makeup of such CSR community-related involvement 
initiatives or programmes portrays structured activities where relation with other 
stakeholders, especially customers, government, and the environment are taken into 
account. The duration/intensity/direction of these companies' initiatives/programmes is 
dependent on the nature of response (from key stakeholders such as NGOs, government, 
media, and consumers and even perceived and prospective competitors) towards its 
products/services. Yet, what is equally telling is the items being omitted in the list of 
stakeholders in the comments made by the companies' managers and executives. They do 
not explicitly state ethnic/ religious groups as their stakeholders. It is probably likely that 
the impact-expectation5 within the context of these community initiatives, does not factor 
in specific ethnic groups as of high importance. 
Nevertheless, as a result, the impact-expectation of any CSR programme can be 
considered to be influenced by issues related to their products; the programmes evolve 
according to the need to manage companies' risk reputation. The prevailing spirit is to 
ensure a "win-win relationship" where the brand name is protected, promoted, and 
strengthened while community development is happening. 
These are direct comments from some of the managers and executives who are 
involved in the CSR community projects at one level or another: 
"We understand the nature of our business. They [customers} remember us for our 
brand and what we are good at. But the customers are also part of the community 
and is not easily fooled. Quality product is one thing, but if our computers and 
hardware are not properly handled along the supply chain, we will be charged for 
environmental problems here. Providing our computers as resource for the folks in 
the rural areas to use and showcasing our leadership in how we handle computer 
wastes is our long term agenda. So, we need our public relations officer to develop 
good CSR activities, not ad-hoc charity donations." 
5 Impact-expectation refers to either positive or negative impact that is expected from the implementation of specific CSR 
initiatives/programmes. 
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"With the community, I want to establish a strong reputation, [that} you can trust my 
company. Community events by the state [Penang}, my managers must take seriously. 
---
We give out free sampling of products to the public and sponsor the event. We want 
media to notice that we mean business when we say our product is safe and tested 
halal [(refers to food that is permissible according to in Islamic law and certified by 
JAKIM (Department of Islamic Development Malaysia)}. All this international scare 
on tainted products, I must not let my reputation be affected. I get support from the 
main office in US on what image management is about. " 
"People and NGOs will ask you are such a big company, what are you doing for the 
Penang environment? Have you done anything to preserve Penang beaches and 
shores? The Penang community is sophisticated enough. They want to see us not just 
giving charities but actively involved in community actitivities that help the 
environment. With my business, chemical-based products, you cannot be too relaxed. 
But, sometimes, cleaning beaches is not enough. My officer must keep track of the 
hazards of our materials and come up with new press release on what R&D actions 
we take to continuously improve our process safety [method in discarding wastes} .. '! 
attend all government meetings [on} environmental issues and all our clients are 
informed about our process safety .. .!n all community projects like recycling and 
charity events, we send out leaflets about our product safety. I believe that all 
community projects must also give benefit to our company's name. " 
"We support our core customers, the parents, especially the mothers to do the right 
thing. We realize that our products can only be a part of their many lifestyle and 
health choices and not a replacement of what is healthy and good for the women and 
the child. We need to manage any bad press image .. . This is already common in my 
line of work. Our charity programmes depend on issues brought up by the NGOs and 
consumer association. We will work with hospitals, women groups, on different 
product promotion strategies based on issues about our product. We pay quite a bit 
for media ads [advertisements} too. " 
Typology #2: Human capital -linked Community Initiatives. In Penang, this particular 
kind of CSR initiatives or programmes could be witnessed in intensive-manufacturing driven 
industries, which produce high-technology or high-precision products and services that 
13 
consistently demand high-quality processing environment. Indeed some of these are MNCs. 
Under this second typology, the companies are focused on matching their businesslindustry 
------
needs with government's aspirations. 
Doing what they believe they do best, these compames build a long-term focus, 
preferring to invest in few structured organised CSR initiatives/programmes. Such 
initiatives/programmes tend to highlight' productivity-oriented characteristics and are 
influenced heavily by the changing trends in particular industry sector. These 
initiatives/programmes are oriented towards two kinds of community: internal 
(employees) and external (youth, university graduates, young students) and are focused 
on educational prog~ammes which build quality human capital within the organisation or 
without, as prospective 'feeder' into the industry. Under this second typology of human 
capital, ethnic/cultural aspect is not the main highlight but is not completely cast away as 
irrelevant. The ethnic/ cultural dimension seems to be co-incidental or embedded in the 
process, rather than a strategic focus of the community initiative. 
Suffice to say, the impact-expectation of such initiatives/programmes is high. Therefore, 
under this typology, they are seen as high-profile initiatives which merge community-
oriented involvement initiatives/programmes with companies' desire to improve relations 
with three other key stakeholders: providing quality-oriented services towards customers, 
providing leadership to the particular industry through its ability to attract and build 
quality human resources, and responding to government's desire to boost employment 
amongst local graduates. 
"This [project name has been removed] project ... , even though it will take a long time 
before we can really see the impact, but we believe that not only they themselves can get 
inspired but if some of these school girls share their experience with their friends and 
their brothers and sisters and cousins, they will also inspire them. It's a chain effect. And 
we need more women engineers and technicians. Men are running away, don't know 
where ... CSR must look into this problem. Yearly, we make our rounds in schools to build 
their interests in science and engineering. Promotion tours in our sites, we schedule, and 
normally, it is like a fun family day for everyone, with entertainment programmes part of 
it ... This is our CSR focus. No point doing a lot of charity work with no meaning or 
impact. " 
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"We have good proJessional expertise. When we link our CSR programmes with 
employee volunteerism, we see real contribution because they can do the job that they 
are good at and Jorm good meaningful relationships with the people. We see this a lot in 
our [computer literacy] and training programmes with our employees. They are young 
and interested to learn and improve them/elv~s ... When supervisors and managers run the 
workshops over weekends, away from their Jamily, sacrifice time to be at the company, I 
feel proud. I see the interests growing, sharing and learning together in the company. " 
"There are many channels that we are working with to identify the people [to undergo 
training] . We work with Malay chamber of commerce as well as the other Penang NGOs 
too. " 
"We open up our own training academy because the universities are not producing fast 
enough or good enough according to what we want. Here we can open up to whoever we 
think is good and train them and we can choose the best to hire later. We are actually 
helping our industry ... we supply worliforce to our suppliers too. Many times, I hear 
customers say that our product quality is due to our good worliforce. But also important, 
the Malaysian government know that we are helping out to build the skills oj our local 
graduates. " 
"The joke is that young Malay males are in pusat serenti [drug rehab] and young 
Chinese males are selling VCD(s) . Businesses have to do something to bring them in and 
retrain them or there will be a lost generation down the line. " 
"Internships are part oj our CSR strategy. What is [our company]? Who are we? We are 
the people. The human resource is where the real company is. If we don't have good 
people to continue to come in and serve with [this company], [the company] will die. It 
important for my company to participate in university internship programmes to source 
good employees. " 
"We let our employees be creative. So, they end up identifying and working with their 
various communities they feel close to. I must tell you that these include activities co-
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organized by churches and temples as well as rumah anak yatim [orphanages] . They feel 
happy that they do these for their own community and they also feel proud about being 
our employees. J} 
Typology #3: Ethnically/culturally-linked Community initiatives6• Penang companies 
with its management-ownership identify its;eIf with a particular ethnic group will likely to 
prioritise to serve the needs of that ethnic community-related needs. This is perhaps a 
noteworthy finding that emerges from a multi-ethnic society such as Malaysia. Ethnic-
cultural aspects would be factored in when community-related CSR programmes are 
adopted/ini tiated. 
Small service/manufacturing based companies which are government-linked align their 
community-related services with building bumiputra-based community and a self-
sufficient industry. These companies seek a mission in expanding the bumiputra-based 
equity through providing franchise mentoring programmes for similar-interest 
entrepreneurs. 
Impact-expectation of such initiatives are highly shaped. In essence, under this typology, 
CSR initiatives are often localised, and may be seen as ethnically-defined. At times, the 
chances of success of these initiatives can also depend on linkages with government and 
response from the ethnic-community. 
These are the insights shared by managers and executives under this typology: 
"Our roots are deep. We have a chain of business that cater for the welfare of our 
people. We offer employment, loans, even sponsor the families ' weddings. We take care 
of younger generations but they must also be loyal to our traditions. Festive occasions, 
we donate a lot to our people. But all this is sensitive. What is more important, we take 
care of our own communiy Now you see many Indians have become successful; but how 
many of them come back and give back to the community?I believe my business is 
6 We found that ethn ic/cultural dimension to CSR is sometimes highly relevant. and sometimes secondary at best 
depending on the typologies ofCSR community initiatives. 
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spreading all this goodwill. But my business not the only one. My business partners 
believe in this too. }} 
"There is not enough good Bumi entrepreneurs and suppliers. I get involve in this 
banana plantation project because I see multiple rewards .. .I get assistance from the 
government, I learn what entreprise is · all~bout, I can teach through franchise mentoring 
programmes to other Bumis to join me, I get good Bumi suppliers as a result. My social 
responsibility is to help the Malays, to get the lower income and the poor Malays to get 
involved in businesses in the long term. But I can't do this without government agency 
coordination. The response must also come from our your graduates who cannot get 
jobs. }} 
"You know, charity begins at home. My staff, they are [Chinese} women operators. A lot 
of problems to tackle and avoid. Sexual harrassment is one of them. We have company 
policy about it. My family business, everyone in here is like my family. So, we take care of 
our people. Chinese New Year is like big celebration here. We also open it up to the 
communities to come to our open house. The hungry ghost festival is part of our culture. 
It's good to maintain relationship with the community. We don't need fancy projects. This 
is down to earth and it gets us close to our people in a traditional way. I donate a lot to 
old folks home. My staff decide also what activities we do there. They care. Some of their 
families are there. Those people flood victims in Johor [southern state in Malaysia} we 
give aids too. }} 
"It is part of our culture that we must give back to our families, to our communities. 
Chinese must not offend the [heavens} by not giving back. You can see all these memories 
[photographs on the wall at company site} my staff treasure. We spend time with these 
children [children from broken Chinese marriages). My staff have ongoing volunteer 
programme at this home [shelter centre). Some of these handicapped staff here come 
from this centre. }} 
"When we make profits, we must pay our zakat [Muslim concept of tithing]. The poor 
and underpriviliged, they can benefit from donations. Even simple things like rice, 
clothing, school-needs, those things count. If I cannot help my people [the Malays} who 
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else. Government need help from the business. I set aside part of my profits every year for 
good deeds like this. Islam commands this upon us. I see my employees [Malays] I am 
also proud. I provide them employment opportunities and training. This is my CSR. " 
Typology #4: Product- and Service-linked Community Initiative. A group of companies 
which are either government-linked or' private, yet providing infrastructural facilities 
(electricity, transportation, health services) develop community outreach 
initiatives/programmes which are in sync with their products/services. Within this 
typology, businesses tend to be oriented towards basic needs of the community-
consumers. Based on their comments, the ethnic/cultural elements hardly playa role in 
fonnulating their community intiatives. Their products/services are consumed/utilised on 
a regular, if not daily basis. 
Impact-expectation is focused and high, if appropriately planned and coordinated, as the 
initiatives/programmes correlate with government's campaign initiatives in ensuring 
certain basic societal standard of living is improved and may aim to benefit certain 
communities (those in high-risked category, underprivileged) more than others. 
"Our business is health. So, our CSR is also about health. These workshops that we offer 
really have good feedbacks from the participants. The government is no doing 
enough .. . but the community really lack health education in almost all areas, and critical 
ones like AIDs and major diseases ... Better health education helps public and those 
uneducated old and poor, to understand what prevention is all about. This is a good CSR 
for us. It connects well with our health services. " 
"Road safety is an issue that is close to our heart. It is also what [our mass public 
transport service] is about. When we campaign about this issue, the public know(s) that 
we care ... and it actually helps them to understand [our company] better too. It is also 
easier to manage complaints about our maintenance and we don't get too bad a rap 
[blame] from anyone when weface such operation difficulty [road repairs}." 
"To us CSR is not just about giving donation during Hari Raya or Deepavali or Chinese 
New Year. It is about helping your customers to improve their quality of life. We teach 
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people to be responsible consumers. People should not waste even when they have a lot 
or surplus of resources. Even though we profit whenever consumers use water; but we 
---
still encourage them to conserve water. That is real CSR for us. Prophet Mohamad once 
said, 'do not waste water even when you are a fast flowing river. ' I think that should be 
[our company's} tag line. " 
;.' 
"Our hospital sees recycling as having many benefits. We educate the general public to 
manage a healthy lifestyle, we also earn money from our monthly recycling programmes. 
Now, it has become part of working culture. People visit to see how we operate with our 
health service. We teach patients [uneducated poor people} what it means to reduce, 
reuse before recyling. Even in health, this concept play an important role. Eating from 
non-toxic containers, cooking healthy food at home, all this counts. Blood donation drive 
is also part of our ongoing CSR activities .. .In fact, last time we don't even know this word 
CSR, we already have blood donation campaigns. " 
CONCLUSION 
In the context of community-related intiatives, these twenty case studies depict that CSR 
programmes are more frequently seen and accepted not only as a strategy for increasing 
business perfonnance or to fortify its market share, but also as a means for the businesses to 
build long-tenn relationships with the community. Indeed, the definition of community may 
also vary from company to company. As shown in the discussion above, each of the four 
typologies of community initiatives has a certain focus and has ongoing relationships with 
certain stakeholders. Within the context of a multi-ethnic society like Malaysia, in which 
Penang is arguably a microcosm of, the ethnic/cultural dimension shows a high degree of 
relevance in certain CSR community initiatives, while varies in significance in some others. 
Yet, more often than not, as a whole, ethnic/cultural aspects are embedded in the community 
dynamics, either as target groups (recipients) or as partner (co-organizers) or as part of the 
~==~==== 
company's employee workforce itself. What the findings also suggest is that the 
programmes are often carried-out in close proximity to the corporations, although sometimes 
initiatives are directed towards social groups in far away locations (e.g. rural areas) or to the 
society at large. 
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The literature review above notes that previous studies on CSR discourse were found 
to concentrate on business or economic outcomes, which left the so-called social outcomes 
unexplored. Even though there were attempts to explain the contribution of these initiatives 
towards sustainable development, the experiences of the recipients involved were not 
studied. This Malaysian Penang case studies were conducted with this consideration in mind. 
The potential increase in CSR efforts by c0rPonltions world-wide, denotes that it is crucial 
for researchers in this field to start looking into the outcomes that link CSR initiatives and 
communities and to contribute towards developing a more holistic knowledge on the 
relationship between businesses and society. 
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Organizations around the world, and their stakeholders, are becoming increasingly 
need for and benefits of socially responsible behaviours, In line with this, rf"\l"1"\",""f" 
responsibility (CSR) has been increasingly institutionalized as standard behaviors for 
At various levels, ranging from individual company level to intemationallevel, a wide 
institutional arrangements and structures of CSR have been established, maintained and 
in order to provide "a logic of appropriateness" and "give the expression and 
(Campbell, 2006, p. 926) of CSR. However, these institutional arrangements of CSR 
been discussed deeply and systematically in the discourse of CSR. In particular, little 
has been given to the comparative analysis of two leading institutions of CSR: ISO 
Global Reporting Initiatives (GRI). This paper examines the documents of GRI and ISO ' 
Using a thematic analysis, it provides a comparative analysis of some selected comp 
these two standards while adopting a neo-institutional theory as a framework. 
Key Words: Corporate Social Responsibility, ISO 26000, Global Reporting 
Institutional theory 
1.1 INTRODUCTION 
The ways in which companies pursue and achieve sustainable development - also 
corporate social reasonability (CSR) have attracted attention from both 
management circle (Garriga and Mele' ,2004; Windsor, 2006). Companies around the 
their stakeholders, are becoming increasingly aware of the rationale of CSR. There still 
confusions even conflicting ideas with regard to what CSR means (connotation and "'v'u .... "-~ 
of CSR) and how companies can assume their responsibility effectively (impl"'H'''u,,~ .. v:'i'iS 
CSR). As such, in order to address the confusions and disputes, enormous efforts have 
given to institutionalization of CSR (see UN Global Compact, GRI and ISO 26000 as I;'haUW~,3'I 
At various levels, ranging from individual comQanyJey.eL to_international level 
--range-of- institutional arrangements and structures of CSR have been established, maintained 
diffused to institutionalize CSR. The institutional arrangements or structures of CSR ' 
and regulations (e.g.international labor law), standardisations and guidance (e .g, ISO I ' 
series, ISO 26000, Global Reporting Initiatives, OECD Guidelines), and principles (e , g, " 
Global Compact) at international level; regulations and laws (e,g, UK Companies Act 
codes of ethics on US stock exchange), guidance and framework (Bursa Malaysia 
Framework l ) and principles at national level, self-regulation, policies and strategies 
individual company and industry level (e,g, code of conduct), 
1 Developed by Bursa Malaysia, Bursa Malaysia CSR framework is a set of guidelines for 
ISBN: 978 - 602 - 99879 - 1 - 1 
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These institutional arrangements build up the institutional logic of CSR. However, 
. attention has been given to comparative analysis of two leading institutions of CSR: ISO 
or ISO Social Responsibility (SR) and Sustainability Reporting Guidelines developed by 
Reporting Initiatives (GRI) in the discourse of CSR and sustainability. ISO 26000 is a 
established international voluntary guidance for SR of all types of organisations. 
Guidelines developed by GRI, a non-profit network based organisation, is a 
recognized voluntary guidance for sustainability reporting2. GRI- G3.1 Guidelines 
latest and most complete version of guidelines developed by GRI. 
The researchers compare ISO 26000 and GRI-G3.1Guidlines with reference to 
Theory (IT). This paper will contribute current literature of institutionalisation of 
py illuminate the institutional logic of the current institutional arrangements of CSR. 
. in the area of CSR will also gain better understanding on ISO 26000 and GRI which 
practices. 
A thematic analysis was conducted to the related documents of ISO 26000 and GRI -
themes reported in this paper include: background of development of ISO 26000 and 
'ves, significance, and institutional entrepreneurs. 
RISE AND INSTITUTIONALIZATION OF ISO 26000 AND GRI GUIDELINES 
was released by International Organization for Standardization (ISO) on 1 November 
26000, as an ISO International Standard, attempts to provide guidance on SR for 
of all types, public and private, in developed and developing countries, as well as 
in transition (ISO, 2010a, p.1). As key organizational forces in society, companies 
. important role to achieve sustainable development Therefore, ISO 26000 provide 
for CSR. ISO 26000 focus on what SR means, what issues an organization needs to 
order to operate in a socially responsible manner, and what is best practice in 
SR (ISO, 2010, p.5, 9). 
idea of developing an consistent guidance for sustainability reporting was initially 
by the Coalition for Environmentally Responsible Economies (CERES), a non-profit 
of over 50 investor, environmental, religious, labour and social justice groups in 
et al. 2009.) . To facilitate the development of sustainability guidelines, GR!, was 
non-profit organization in 2002. 
=,~~=><>±-"'-VJ..LLpC;UU'." who want~to praGtiee CSR (Bursa Malaysia,- 20(6):~Bursa Malaysia is 
--" • .u",,- company which operates a fully-integrated exchange, offering the complete range of 
services including trading, clearing, settlement and depository services (http://www. 
- v,uudl>'ysia. com). 
1, p3) defines sustainability reporting as "the practice of measuring, disclosing, and being 
to mternal and external stakeholders for organizational performance towards the goal of 
/:; . 
Reporting Guidelines are the foundatiCin' 'of GRI's Framework. The Sustainability 
i1Tn,,,, " •• , is the family of reporting guidance materials provided by GRI, which include 
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1.3 BACKGROUND OF ISO 26000 AND'GRI 
ISO 26000 and GRI Guidelities are de~eloped in the background that CSR has been 
institutionalized from commonly accepted norms to standardized practices of companies. 
Yet rationale of CSR has been widely accepted among companies and 
of the key challenges of CSR is that there are still confusions and conflicting ideas . 
conceptualization of CSR and actualisation of CSR (implementation of CSR). These 
should be answered to clarify the concept of CSR: 
• What CSR means? 
• What are the basic principles for CSR? 
• What issued should be addressed if companies attempt to be responsible? 
There is also different understanding on how CSR can be actualised, which 
the clear directions for companies who seek for being responsible. Therefore these are 
questions which should be answered: 
• What are the appropriate approaches through which to be responsible? 
• How should the companies implement CSR and integrate CSR to their operations? 
Institutionalisation of CSR is able to provide answers to these questions. 
theory defines institutions as "multifaceted, durable social structures, made up of 
elements, social activities, and material resources" (Scott, 2001, p.49). Institutionalisation 
to the processes by which these elements are created, diffused, adopted, and adapted over 
and time; and how they fall into decline and disuse (Scott, 2004, pA08). Institutions 
provide the "a logic of appropriateness" and "give the expression and direction" for 
behaviors (Campbell, 2006, p. 926) will contribute to clarify the confusions in regard 
meanings of CSR and provide clear guidance for CSR practices. 
Through institutionalization of CSR- the process in which the rules, norms, and 
that companies should be responsible become established as authoritative guidelines 
behaviours of companies; CSR has been increasingly institutionalized as standard . 
companies. In line with the trend of institutionalisation of CSR, GRI-G3 .1 and ISO 26000 
established to institutionalize and standardize CSR. Due to the little consensus among 
social actors in what SR means and how the organisations can take their 
effectively, ISO developed ISO 26000 in order to minimize the confusions regarding 
principles and how to "put these principles into practice and how to implement SR 
and efficiently when even the understanding" (ISO, 201 Ob, p5) . GRI guidelines deal 
sustainability reporting. Although an increasing number of organisations have released 
sustainable reports, the lack of and consistent, standardized, clear, global guidance 
sustainable reports of companies caused deficiencies of sustainable reports in 1990s 
aI. , 2009). As a response, GRI was developed to~~~~.=.::..c=::==-=:-'-'!~ ~~~~ 
~=-==~~~=;gurrn'tiaance for sustainabl e reporting practices of companies (GRI, 2011.p .2). In summary, 
GRl guidelines and ISO 26000 were developed due to the need of institutionalisation 
standardization of CSR. 
,. ··.l 
1.4 INSTITUTIONAL OBJECTIVES 
ISO 26000 and GRI guidelines attempt to promote CSR by facilitating institutionalisation 
standardisation of CSR. ISO 26000 attempts to 
1. achieve and promote the shared understanding on connotation (what SR 
components and contents of being responsible (the SR issues that organizations need 
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address) and principles of SR; 
2. review, refine and diffuse the best practices of SR; 
3. provide guidance for effective practices based on the consensus of SR (ISO, 2010b,p.3 
) 
The mission of GRI is to provide "a trusted and credible framework for sustainability 
that can be used by organizations of any size, sector, or location" (GRI, 2011. p2). 
framework will "harmonize, standardize, clarify and unify the practice of non-financial 
(Brown, 2009, p.12). 
THE SIGNIFICANCE OF ISO 26000 AND GRI GUIDELINES FOR 
INSTITUTIONALIZATION OF CSR 
26000 minimizes the confusions and disputes on what SR means and what subjects 
. should consider when they pursue sus tainab ility. Through clarifying the meaning 
ISO 26000 actually sets the basis of institutionalization of CSR. Moreover, ISO 26000 
"UUJ.L<H·"" innovative advances in CSR and share good practices of CSR (ISO, 201 Oa). 
ISO 26000 is expected to "give the expression and direction" (Campbell, 2006, p. 926) 
. 'behaviors through which responsiveness can be realized. Through promoting the 
a,",u,",,,,,, of CSR, ISO 26000 help to infuse the standardized behaviours into the operation of 
ISO 26000 challenges the existing institutional logic in the area of CSR by reshaping 
companies understand CSR as goal of them and how to pursue CSR through their 
. In this case, ISO 26000 is the milestone of institutionalization of social responsibility. 
G3.1 "features sustainability disclosures that organizations can adopt flexibly and 
, enabling them to be transparent about their performance in key sustainability 
.globalreporting.org). GRI guidelines are challenging organizations to make new 
in the way their operations, products, services, and activities impact the earth, people, 
sum up, development of ISO 26000 and GRI guidelines are contributing to 
, ....... .",11· on of CSR because they will transform CSR from ideas, norms and principles to 
. Also, they will turn CSR from random behaviours of individual companies to 
·-uu· .. vu. and standardised behaviours. ' 
NAL ENTREPRENEURS IN THE PROCESS OF 
ONALIZATION OF ISO 26000 AND GRI 
~"'L'~'>~'y attracted attention from 
theorists (Garud et aI, 2007; Battilana, 2009; Pacheco et aI, 2010). Institutional 
are individuals or organizations which create and develop new institutional norms 
redefine appropriate social behavior (Dacin et al. 2002; DiMaggio 1988; Scott, 
section of this paper will illuminate who are those institutional entrepreneurs 
26000 and GRI-G3.1, and what are the enablip,g .conditions under they get involved 
8026000 and GRl-G 3.1, as well as which'str;tegies they has employed. 
INSTITUTIONAL ENTREPRENEURS FOR ISO 26000 AND GRI 3.1? 
. leadership to develop the first international guidance and standard for SR. ISO is a 
national standards institutes of 163 countries, one member per country, with a 
. 602 - 99879 - 1 - 1 Page 192 
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Central Secretariat in Geneva~ Switzerland, that coordinates the system ( ISO, 2010a, 
the late 2004, the ISO Working Group on Social Responsibility (ISOIWG SR) was 
develop the future ISO 26000 standard. ISOIWG SR is broadly based on repreSentatloni 
main stakeholder groups include: industry; government; labour; consumers, NGOs; 
support, research and others, as well as a geographical and gender-based balance of 
(ISO, 2010a. p4). 
The initiator organisation of GRI is CERES which is a USA non-profit oq~anlZaljo 
the Tellus Institute - the consultant provider for CRES. Bob Massie, Ceres President, 
White of the Tellus Institute in Boston came up with the idea of creating a sustainable 
system. In 1997, the CERES rganization undertook to create such a system, naming it 
Reporting Initiative. To facilitate the development of guidelines for sustainability 
Global Report Initiatives organization was founded in Amsterdam in 2002. GRI works 
sustainable global economy by providing organizational reporting 
(www.globalreporting.org). 
There are some differences between the institutional entrepreneurs behind IS026 
GRI guidelines. Firstly, ISO 26000 was initiated by ISO - an international organisation 
has attained high level of global recognition, which enables ISO to reach and mobilize 
to facilitate the development ofISO 26000. GRI, on the contrary, is initiated by CERES 
an organisation with relatively limited recognition and therefore resources and power. 
facilitate the creation and diffusion of GRI guidelines as a global guidance or 
sustainability reporting, GRI, as an NPO, was created. 
1.6.2 ENABLING CONDITIONS FOR INSTITUTIONAL ENTREPRENEURSHIP 
Through analyzing the documents of ISO 26000 and GRI, some conditions through which 
actors can create the new institutional arrangements for CSR emerge. These conditions 
how social actors "can become institutional entrepreneurs despite institutional pressures, 
thereby resolve the paradox of embedded agency" (Leca et aI, 2008). 
Legitimacy, power and resources 
The characteristics or strengths of ISO in terms of legitimacy, power, resources, and 'U,",'U'U'~' 
structure enable it to create new institution of CSR. ISO is the world's largest developer 
publisher of International Standards (www.iso.org). Legitimacy of ISO and the 
published by ISO has been widely recognized, which makes ISO well positioned for the 
developing the first international standard of organizational SR. Realizing there is the 
create the standard which deals with the sustainability issue in the context of 
organizations, ISO successfullY' caught the opportunity due to its influence and oYler. 





many members are part of the governmental structure of their countries, or are mandated by 
government(ISO, 201 Oa.p 1). Other members have their roots uniquely in the private 
having been set up by national partnerships of industry associations (ISO, 201 Oa.pl). 
members from both public and private sectors enable ISO especially the WGSR is capable 
reach and mobilize the resources needed for developing a new international s 
Meanwhile, the SR guidance or standards developed by ISO is more suitable for the needs 
organizations in both private and public sectors and therefore, more likely be applicable in 
private and public organizations. 
ISBN: 978 - 602 - 99879 - 1 - 1 
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Compared with ISO, GRI is initiated by the CERES which is a NGO with limited 
sources and power. As Brown et aI, (2009) pointed out, the parenting organization of GRI -
~RES - becomes institutional entrepreneur for GRI due to its rich experience of "the champion 
: performance metrics, accountability through disclosure, emulating the financial accounting 
actices in the environmental domain" and its" diverse network, comprising the corporate, 
lancial, environmental, labor, and other sectors, represented considerable intellectual and 
.Utical capital". In the words of Brown et aI, (2009) : "these were, in effect, the conditions for 
aergence of a new institution based on broadly based multi-stakeholder consultation." 
GRI serve as the steward of the guidelines and of the process in which the guidelines are 
GRI operate based on a global network of 30,000 professionals who contributes to its 
GRI's global multi-stakeholder network includes experts who participate in Working 
and governance bodies, reporters, and report users worldwide 
. globalreporting.org). 
THE STRATEGIES OF INSTITUTIONAL ENTREPRENEURSHIP 
nal"ll£Wl,!IW'n and resource mobilization 
of these two institutional arrangement attempt t6 engage variety of social actors and 
i!'<!o>1JlV1U.'vl with different interests and resources to ensure the wide representativeness and earn 
for ISO 26000 and GRI -G 3.1. The development of GRI guidelines and ISO 26000 
negotiations and balance many several setting of competing objectives. 
Development of ISO 26000 involves participation and representativeness of 
and countries from both developing countries and developed countries. As it was 
before, ISO 26000 is developed based on double level of consensus among the principal 
of stakeholder, and among countries . .Due to the wide representation of stakeholders, 
able to access to and leverage scarce and critical resources through the members of 
reach the consensus of SR. 
The GRI network is open to all individuals and organizations with an interest in 
reporting. GRI oversees a network of 30,000 professionals from around the world, 
corporations, governments, non-governmental organizations, consultancies, 
organizations, business associations, rating organizations, universities, and research 
They contribute to the ongoing development of GRI's Sustainability Reporting 
institutionalize the multi -stakeholder participation and representativeness, ISO and 
formal structures as the platform for stakeholder participation. ISO create WG\SR to 
'-stakeholder ISO membeI's (national 
liaison organizations (associations representing business, 
or labour, or inter-governmental or nongovernmental organizations). In July 2010, the 
had 450 participating experts and 210 observers from 99 ISO member countries and 
organizations (ISO, 2010a.p3). 
. Stakeholder Council (SC) is GRI's formal multi-stakeholder advisory body. It 
strategic and policy issues in order to provide .,ady;i:ce 'to GRI's Board of Directors. 
provide advice proactively and respond to 'requests for input. The SC meets 
members represent diverse stakeholder and geographic constituencies. The SC can 
the "eyes and ears" of the GRI network, offering objective multi-stakeholder 
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What make GR.!. guidelineS"unique is that in the process of . 
reporting system, a new organisation - GRI - was formed. So both the 
reporting system are the products of developing GRI guidelines. On the contrary ISO 
set up based on the existing organisation . 
Institutional entrepreneurs had to seek adequate support and resources to 
their projects, while the actors involved in this process mteracted through ne 
discourse in the pursuit of their own interests (DiMaggio 1988~ Garud et al. 2002; 
al. 2002; Lawrence and Philips 2004; Philips et al. 2000; Rao 1998; Suchman 199 
social actors play important roles in the process of institutionalisation of ISO 26000 
Their own interests and agenda deeply influence the creation of ISO 26000 and GRI. 
and GRI still reflect more on the interests of developing countries and multinational 
'although they try to involve more stakeholders from developing countries. The 
developing countries and small-media sized companies are still weak in the 
institutionalization of ISO 26000 and GRI. 
ISBN: 978 - 602 - 99879 - 1 - 1 
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Indonesian law no. 40/2007, article 74, mandates companies especially with core businesses 
area of mining and energy to implement the ~SR programs. This, however, leads to public 
. On the one hand, CSR should be derived from the willingness to provide benefits to the 
and environment. Since it is arguably a discretionary act of the company, yet CSR is also 
enhance a company's reputation in general. On the other hand, the government needs to 
that companies do not just exploit the natural resources but also give back to the 
. society and the environment. Since the enactment of this law, several concerns arise. 
is but one of these major concerns. Being mandated by the law, companies are now 
by the legal rationale to reduce their tax payments. This situation also has a significant 
as companies are somewhat compelled to set aside their CSR budget from earnings 
tax, instead of being taken from their net profits. Secondly, the law fairly or unfairly 
companies in mining and energy industry. This, however, can become another 
«""'Uall'" for companies to spending more money for social causes. The debate is that the 
triggers companies to involuntarily implement CSR programs, as a mere compliance to 
This paper analyzes the logic of this debate and seeks to map out the underlying issues 
a frame of analysis in the Indonesian context. 
. CSR, law, mining and energy industry, pseudo CSR, reputation, Indonesia 
Regulation has been an intriguing issue to be analyzed. The spirit of "bottom-up" 
out the sincere willingness of a company to preserve social vitues to its social 
seems to be in an opposite angle, face-to-face with the regulation which reflect a 
command for companies to implement CSR activities. Anne Tallontire (2007), for 
a conflicting situation between CSR and regulation. Tallontire criticized the 
" ; 




of Private Standard Initiatives (PSI), in the agri-food chain,_ within~t~h~e_~U:::.:n~i~te~d~_==="'f='= 
. SI- was aimea 0 response e new emands in the agri-food value 
, it triggered a public debate. Some people argued that the PSI offers an 
to make a more efficient regulation by embracing the private sector with the co-
. window. Other people also hope that the PSI will bring a better condition where 
. can be heard and accommodated in the regulation. 
according to Tallontire, the PSI has a PQtential · to displace, undermine, and/or 
institution of governance in developiriitcountries. In particular it has a potential 
traditional forms of social dialogues between institutions. Tallontire emanated 
t issues about the enactment of PSI, i.e. "Who rules the game?", "Who 
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A typical problem in relates to Q£R'and regulation also exists in Indonesia. 
few countries in the world, Indonesian Government mandates companies to 
program. In 2007, the House of Representatives of the Republic of Indonesia 
enactment of Indonesian Law no. 40/2007 about Limited Company (Perseroan T 
the government mandates companies especially with core businesses in the area of 
energy to implement the CSR programs. Moreover, the government also 
implementation through the Law no. 25/2007 about Capital Investment. 
In the regulations above, CSR is one of the mandatory activities to be .' ~ "jo'''~Ull;l 
companies. However, it leads to the public debates . On the one hand, the Law brings a 
impact in encouraging companies' commitment to develop its surroundings. 
other hand, it is against the nature of CSR which prioritize genuine willingness and 
instead of legal pressure. 
Nevertheless, this research is designed to analyze the logic around the debates, 
the mapping of the issues embedded to the enactment of the regulation. Using 
research methodology, the writer gathered information from the news articles, 
observation, and supported by the interview with a former Secretary General of the 
of Tax, Republic of Indonesia. 
THE MANDATORY CSR 
In 2007, the government had already opened the window for CSR direction in 
More precisely, the Indonesian Government mandates companies to implement CSR 
Indonesian Law no. 40/2007. According to the Law (Undang-Undang Republik 
Nomor 40 Tahun 2007 Tentang Perseroan Terbatas (2010)), article 74, the 
mandates companies especially with core businesses in the area of mining and 
implement the CSR programs. Moreover, referring to hukumonline.com (2010), Rahman 
and Wisnoentoro (9 Jan 2011), the obligation about CSR implementation was also 
the Law no. 25/2007 about Capital Investment article 15 (b), 17,25, and 34. The 
problem is, what about the consequences in tax payment? Under siege by the embedded 
companies have to calculate their capital adequacy to implement the CSR. It is, 
resulted in the consequences of the tax payment and cost calculation. 
Speaking about tax, Djonifar Abdul Fatah, the former Secretary of the Directorate 
Tax Republic of Indonesia, stated that the Indonesian Government shows a great 
support companies in implementing CSR, especially in the area of education. 
allowed to include their CSR budget as a component of earnings before tax. "Companies 
include their CSR budget as a component of the earnings before tax, and with some terms 
conditions under the reguLation, it mightreduce the amoun -tax-to be-paict,"- said . . 
~~~~~===~'FUrt1iermore , Gunadi (2007), Professor of Tax, Faculty of Social and Political 
University of Indonesia, argued that it is still a public debate whether CSR can reduce the 
not. In his writing, Gunadi explained that based on the Law ofIncome Tax, CSR does not 
reduce the tax. It, however, depends on the fonn of the expenditure or program. According to 
writing, Article 6 section 1 (g) of the Law stated that CSR in the fonn of scho 
internships, and trainings can be deducted from tax. But referring to Article 9 section 1 (g) 
Law, it is stated that CSR in the form of assistances and charities carmot be deducted from 
Moreover, he argued that it is still difficult to completely deduct CSR from tax. 
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Based on the explanation above, both Djonifar and Gunadi expressed the willingness of the 
)Vemment to support CSR through the tax policy. The current regulation, however, still needs 
be improved. Where it is still an arguable situation for the government to obligate companies 
rtically from top to down, rather than persuasively encomage the social sense of business 
'1lers / management officials to implement CSR. 
lE MISLEADING CSR IMPLEMENTATION 
. The enactment of the Law has driven companies to implement CSR. Shadowed by the 
lction given, companies are then racing to set out their CSR. A positive impact from this 
}nomenon is that the more companies who concern on the society's well being, as well as the 
¢ ; Government, at this point of view, is able to ensure that companies will not just 
resources and gain profit, but also preserve advantages to the society and 
In+r.,+",.., tely, several misleading implementations arise. To prove their programs, 
UP8.ll11es tend to publish their CSR out loud. As the result, they should spend more money for 
and publicity. Having had some expenditure, i~ is natural if companies then seek for 
. ·return. Thus, the officials are often being tempted by the business possibility behind CSR 
In simple words, the management of companies often seeks for the short term return 
!M',~-,u~'-, hence treat CSR as the sales or promotion activities. Since they already spent some 
of money, therefore they must get some more money in return. 
rw."-"IJ1cl, the situation seems similar to a classic debate between the thoughts of Howard 
and Milton Friedman, back in the era of 1950s - 1970s. Bowen's book Social 
ibilities of the Businessman in 1953 marked the beginning of the modem period of the 
Corporate Social Responsibility. This book also catapulted the name of Howard Bowen 
of CSR study. Taken from the analysis of Carroll (1999), the main idea of Bowen 
large businesses were vital centers for power and decision making hence their actions 
the lives of citizens at many points. Thus, Bowen argued that social responsibility is no 
but it contains an important truth that must guide business in the future 
from the economic point of view, Bowen's idea was being challenged by Milton 
CHeningfeld, et.al, 2006:18) . Standing on the line of traditional business point of view, 
. argued against the idea of Bowen. In his vantage point, businesses should only be run 
st of their owners. Based on the traditional managerial style of corporation, Friedman 
the only responsibility of the managers is to serve the shareholder. Furthermore, if a 
to apply CSR, the program should preserve more income for the company, 
matter of soc' . is one-of=the~significant driver to-enhance~a 
, Instead of being regarded as a promotion or sales activity, referring to 
(2004), the aspect of social responsibility becomes one of the strongest drivers to the 
A socially responsible company might attract the admiration of the public. 
admiration drives the public's emotional appeal to positively perceive and accept the 
, referring to Wisnoentoro (1 Oct 2011), compa,nie~rieed ·CSR. They also need to 
organized and well governed social responsibility program. In simple words, social 
.can be perceived as a long term investment for the corporate reputation and 
ity, rather than being regarded as a short term sales and promotion activity. 
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Arguably, in relates to this matt~ty,Kotler and Lee (2005) perceived CSR as a 
act of a company, whereas ' also ' reflect the company's sustainable 
community well being. Naturally, CSR cannot be derived from a 'top-down' pressure 
the legal or regulatory aspect. Instead, CSR must genuinely come from the . ' 
company to preserve "good" for the society. 
Regarding to the phenomenon above, Republika Online (3 October 2011) raised an 
issue that CSR implementation in Indonesia is still misleading in practice. An 
Indonesian Consumers Organization (Yayasan Lembaga Konsumen Indonesia) argued ', 
activities of many companies in Indonesia are just merely a hidden promotion. This, 
portrays a negative story about CSR implementation in Indonesia. Is it because of 
reinforcement? 
However, Djonifar Abdul Fatah admits that many companies try to cheat on the 
"It is a common thing in the world, where companies try to manipulate the tax 
order to reduce their tax payment. One of their negative attempts is by putting fake or not 
CSR as the 'tool' to reduce their tax. It is definitely unethical and must go back to 
guidance," Djonifar explained. 
In fact, Djonifar's explanation reflects the real condition where the implementation of 
prone to get worsens. Then, companies seem to implement "pseudo CSR", a situation 
act as if they already implement CSR, in order to reduce the tax responsibility. J.Y.Lv.au.vv 
reality, the CSR programs they apply are not genuine, and to some extent get 
promotion / sales objective. 
MAPPING OF ISSUES AROUND THE INDONESIAN CSR REGULATION 
Based on the logics above, the writers identified the mapping of issues around the 
of CSR regulation. Several important issues are identified: 
1. Source of fund 
The regulation has restricted companies to generate and implement CSR pro 
the practical consequences, companies will have to select the source of fund 
social programs. Should it be set aside from the earnings before tax which will 
amount of tax to be paid? Or should it be set aside from the earnings after tax 
relatively more ethical? 
Both choices might become an entrapment for companies. Referring to Wisnoentoro 
oct 2011), earnings before tax will drive companies to the pseudo CSR hence 
the company's reputation with ethical misconduct, especially in crisis. 
earnings after tax will encumber the company with a higher amount of tax to be paid. 
2. Monitoring matters 
4=~~~~==~--T~regu atlon sfiaoows companies with ement and sanction. However, 
problem is, apart from the tax regulation, who will take the responsibility to control 
implementation of CSR? The weak control is resulted in the unsustainable 
programs. Moreover, weak CSR programs are easily trapped into the implementation ' 
pseudo CSR. 
Then, who delivers the sanction? Up until this paper was written, there is no 
government body that holds the authority to control and deliver the sanction of 
misleading CSR programs. 
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3. Pseudo CSR (Manipulative CSR) 
It relates to the ethical problem, especially the matter of honesty. Shadowed by sanction, 
and edged with the business targets, companies tend to implement manipulative CSR 
programs. Covered with social issue, the programs are indeed contained with the 
promotion and sales objectives. Ethically, this will bring a serious problem for 
companies. The recent publics are getting smarter and more selective to differ between 
promotion objectives and genuine social objectives. It will seriously be resulted in the 
public's acceptance. An open resistance by a consumers t organization on Republika 
Online above was one example of the negative result in implementing pseudo CSR. 
Furthermore, pseudo CSR will blttack the morality of the company. In the name of ethical 
responsibility, companies who implement manipulative CSR might have serious moral 
problem caused by dishonesty. In a short term, especially from the sales point of view, 
this might not be a significant problem. However, it will be a serious threat for the long 
term business sustainability of the company. 
CSR Regulation in 
Indonesia 
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Figure 1. 
Mapping of the issues around CSR regulation 
Conclusion 
The regulation of CSR in Indonesia has triggered a significant situation where ('''n,~_,", 
trapped in two rationales of CSR implementation: implement the program under the 
the sanction based on the regulation; or genuinely conduct the social responsibility to 
"good" towards the society. Despite the positive advantages from the CSR regulation, 
tend to implement the misleading CSR programs. This, however, is resulted in several 
issues around the enactment of CSR regulation itself: 
1. Source of fund, 
2. Monitoring matters, and 
3. Pseudo CSR 
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conditions for grants from the Swedish Research Council (Vetenskapsnidets generella villkor) 
which have been sent to the Swedish PI. 





Corporate Social Responsibility 
(CSR) and Ethnic Diversity 
in Malaysia: 
Contestations of Ethical Rationalities 
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CSR in Malaysia 
• Manifestations of CSR in Malaysia: 
Philanthropy - Community, Environment, 
(Workplace & Marketplace) 
• One of the emerging issues -
diversity and inclusion - Ethnic diversity 
(PM) 
• Note: Sweden : diversity and inclusion: 
gender diversity 
Brief Background 
1. Pre Independence 
~~~~I_~~= __ 2. 1957- & gost- lr:ldeFJendence 
3. Ethn ic riot 1969 
4. NEP: two-prong strategy (1) eliminate 
poverty & (2) restructure society -7 
ethn ic-economic balance 
5. Development paradigm: Expanding the 
economic pie while creating balance 
(growth with fa ir distribution) 
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Scope of Diversity 
1. Ethnicity (religion), Gender, Class, Age 
2. Geographical: 
i. Peninsular Malaysia - Sabah & Sarawak 
ii . East-coast - West Coast Malaysia 
iii. Rural - Urban 
3. Physical ability: Persons with disability 
4. Other stigmatized identities: 
e.g. former inmates, drug users, single mothers, young 
adults with juvenile delinquency records, HIV Positive, 
immigrant fami lies. 
Challenges / Problems 
1. Social inequal ity reflects Systemic 
~_~=Ic~~=_ --Societal problem- ~~~= 
2. In treating a problem with affirmative 
action, we do not want to create other 
problems, e.g. -7 dependency / 
subsidized / entitlement mentality, 
problem of abuse, 
marginalization of the 'good' . 
26/03/2012 
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Three Solution Frameworks 
• absolute affirmative action solution 
• absolute meritocracy solution 
• Situational (50%-50%, 60%-40%) solution 
Outstanding issue 
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ETHNIC DIVERSITY IN THE-PLURALISTIC ECONOMY: 
CORPORATE SOCIAL RESPONSIBILITY (CSR) IN FOUR CRITICAL 
AREAS OF ORGANIZATIONAL INTEGRATION IN MALAYSIA AND BEYOND 
Abstract 
Reevany Bustami, USM 
Ellisha Nasruddin, USM 
Kinsley Sen Fa Ng, USM 
With the recurring public and academic discussions on equality, mobility and integration, the workplace 
represents a locus of concern for such issues as diversity and fairness. In the context of businesses, these 
social issues are under the umbrella of workplace corporate social responsibility (CSR), with special 
relevance to diversity management. This article maps out key issues of the diversity management vis-a-vis 
workplace CSR. While acknowledging the importance of other dimensions of diversity, such as gender, age, 
persons with disabilities and even class, this article delves specifically with ethnic diversity as a CSR 
agenda of businesses in Malaysia and beyond. it argues that there are four critical areas which are 
problematic: recruitment diversity, managerial diversity, ownership diversity, and supply-chain diversity. It 
contends that if social diversity and social integration were not well-managed in a pluralistic society or a 
globalized economy, businesses may face a whole host of internal and external risks with implications 
the business operations. The critical examination of these dimensions aims to disentangle the 
dynamics at work and shed some light on what could be explosive blind spots in businesses, and 
" While diversity may be the hardest thing for a society 
to live with, it may be also the most dangerous thing to live without. 
anality, ethnicity, race, gender - all of these are the legitimate legacy of humanity. " 
- Les Rowntree 
Churchill once said, "The price of greatness is responsibility". Indeed, this is 
to the world of businesses. Research by Tullberg revealed a power shift 
to corporate sector, as indicated by Multinational Corporations' (MN Cs) 
that exceed Gross National ProducttGNP) of midsized countries (Tullberg, 
sheer size of businesses (MNCs, SMEs and others) implies a great sphere of 
'and power to build and nurture positive socio-ecological environments or 
















Responsibility (CSR) evolves throughout the years, the newly globalized economY- has 
also brought to light the issue of self-regulation towards sustainability and positive social 
transfonnation. Malaysia is not spared from this wave of globalization as foreign 
investments since the 1970s have transformed the economy and have brought into contact 
even more foreign-local interaction~jp_this pluralistic society. This article brings the issue 
. .. r -' .'. ... 
of inclusive and integrative dIversity management to the fore in which businesses under 
CSR are tasked with improving social cohesion through the process of management 
functions . Of equal concern is the role of smaller organizations, for the often the 
general assumption or perception is that large corporations have the resources to actively 
engage in CSR initiatives, while others are limited in its capacity; hence, diversity as a 
CSR agenda is somehow affected by this limitation. There may be truth in this perception 
even beyond Malaysia or the developing world, especially in the context of ethnic 
discrimination during recruitment. According to a research (Carlsson & Rooth, 2007) 
even in a progressive society such as Sweden, smaller fIrms are less likely to call up 
applicants with Middle Eastern names for interviews; hence, in effect discriminating 
them. 
At present, the expectations on local businesses, large MNCs and even the public 
sector, be they legal, political or social, towards businesses have expanded from mere 
responsibility towards stockholders, to stewardship of social-environmental nurturance. 
The pressure for businesses to be more and to do more is real and here to stay. Businesses 
and their practices need to be transformed. At the center of this transformation is the 
responsibility towards their stakeholders, such as supply chains and employees. As the 
power to effect change is often seen to be jointly held, or in many cases seen to exist 
within the purview of businesses, the challenge for businesses is to maintain a sustainable 
win-win relationship, which works within a framework of social justice and ethnic 
integration. With this heightened attention on the social roles of organizations, fairness 
is, therefore, the new game. It is the litmus test that businesses will have to take and 
pass. The overarching question is whether businesses are promoting inclusive diversity 
management or hurting it, especially in the spheres where they have virtually direct 
control. This emergent corporate social responsibility and its asso.ciated challenge and 
potential threats, with special reference to the businesses' staffing, ownership and supply 
chain policies, constitute the main thesis of this article. As accelerated globalized 
economy witnesses the reconsideration and redeployment of trade protection mechanism, 
a greater concern for diversity management warrants attention, which encompasses both 
integration of various ethnicity or even local-foreign in the public sectors and private 
sectors. Without preparation for the potential threats and challenges in the years to come, 
businesses, and by implication, the economy can suffer. Inevitably, discussion on 
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____ d~iversity management is interwoven~ with social justice- as- structural discrimination, 
negative experiences, perceived deprivation and alienated feelings can defeat the purpose 
of integrative diversity management. 
Diversity should not be taken for granted and should be encouraged and strengthened. 
This paper highlights four critical areas or issues and trends of diversity that affect 
businesses and through which businesses can effect change. As expectations of 
organizational accountability on these four areas are rising to new levels, they can also be 
considered as trends in ethnic diversity of CSR and ignoring these areas or trends may 
lead businesses into troubled waters. 
The Critical Areas In Ethnic Diversity: A Brief Look 
The critical and often controversial area of ethnic diversity is ownership structure within 
the business organization. Social justice in this context entails having fair wealth 
distribution with the different groups within the community a business operates. To 
what extent would a business be seen as responsible if it uses and thrives with local 
resources yet surrounded by communities that continue to be poor? Would this be 
sustainable? What if certain ethnic groups are seen to be more prosperous with the 
presence of a business community, while some other ethnic groups are seen to be 
marginalized even victimized? These are some of the questions that need to be 
addressed. 
In addition, an integral part of diversity management is the fair treatment for 
employees of diverse ethnic backgrounds in recruitment and promotional exercises. 
This falls under recruitment and managerial diversity. If businesses are seen to be 
favorable only to a selected circle of ethnic groups, then there can be a perception of 
unfairness and discrimination by employees and the general public, which can be 
counter-productive to their CSR agendas and hinders organizational integration. There is 
indeed a plethora of issues related to recruitment and managerial diversity. They range 
from minority groups holding positions of different importance, status and prospect, in 
addition to overly disproportionate compensation between top executives and the 
working class which may be dominated by certain ethnic groups. More often than not, the 
minority groups are likely to be excluded from the inner circle of power, have limited 
advancement opportunities and recognition Of. holding lower-middle positions and not 
empowered to defend their interests. Talents and potentials overlooked and expected to 
undertake menial, non-strategic positions for extended periods. Without careful 






-----prone to happen, will have spillover effect into Inter-group conflict, generating serious 
management crisis as to render organizational dynamics dysfunctional. Attention to 
inclusive diversity management is therefore a critical aspect to organizational integration. 
The supply chain diversity - repre'~ents another crucial CSR agenda. The CSR 
challenge for businesses is to create diversity within the supply chain ensuring a fair 
participation of local vendors and distributors and from diverse ethnic groups of local 
communities. The CSR agenda necessitates a set of proactive measures to create diversity 
in the supply chain. A large part of this involves what has been tenned fair trade for the 
locals. In the context of establishing fairness in the supply chain, big businesses are often 
questioned for whether or not they have fairly empowered and engaged local 
communities or have opted for their own foreign suppliers. Another question is whether 
or not they have purchased local commodities, especially raw materials, at exploitative 
prices and yet product pricing at the end of the chain is much higher. 
Critical Area #1: Ownership Fairness Within The Business Organization 
According to social critic Furgeson (2009), "the massive inequalities and class 
differences that occur in the process of capitalist accumulation allow only the wealthy 
few in capitalist democracies to truly have the freedom to exercise civil and political 
liberties and to amass private property (pg 272). This leads to the next question: does the 
lack of ownership produce and reproduce inequalities and class differences which often 
deprive certain ethnic groups relative to others? The importance of ownership diversity 
must be seen in this context. This vicious circle of class production and reproduction 
needs to be arrested in order to truly alleviate ethnically-linked poverty and inequality. 
A major structure impeding the ethnic groups of lower social stratum from 
owning assets lies in the capitalist system that rewards the upper social-economic class at 
the expense of the working poor. Yet, various measures are workable to ensure ownership 
of business are well-represented by diverse groups, such as synergy with local suppliers, 
joint-ownership or assistance in the form of micro-credit or incentives. Ownership should 
reflect multiple groups' participation, and not just the mainstream ethnic community from 
economically dominant group(s) or from developed countries, but also minority groups 
from receiving countries. In Bangladesh, a majority of97 percent micro-credit loans from 
Grameen Bank are offered to females, who are over-represented in the poorest income 
bracket. Grameen Bank, also known as the bank for the poor, is a social enterprise set up 
to assist the lowest income group to set up their entrepreneurs (Grameen Bank, 2010). 
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In a joint project- conducted by t he United Nations Environment Programme 
Finance Initiative (UNEP FI) , African Task Force, Noah Financial Innovation, and the 
University of South Africa (UNISA) Centre for Corporate Citizenship on "the State of 
Responsible Investment in South Africa", the agenda of black economic empowerment 
(BEE) and gender empowerment have been incorporated as an integral part of socially 
responsible investment (SRI) (UNISA Center for Corporate Citizenship, 2007). However, 
in this emerging African economy, it is found that "the majority of respondents reported 
very little demand for RI practices from investors at the end of the value chain - pension 
fund members and retail investors. (UNISA, p21)". This is the crux of the matter. This 
responsibility gap is arguably one of the critical problems which ties investment to 
progressive and inclusive development and indeed has direct implications to what is 
defined as diversity management in the context of CSR. 
Similarly, in Malaysia's pluralistic economy, the never-ending pressure for more 
indigenous' share of corporate equity arguably follows the same logic. Although the 
indigenous community or better known as Bumiputera (consisting of Khadazans, Ibans, 
Malays and other groups) form a majority of the population (approximately sixty percent), 
they hardly have twenty percent of the equity. Yet, debates on diversity and fairness in 
ownership structure continue to be one of the unresolved sticking points in ethnic 
relations in Malaysia. 
Critical Area #2: Diversity Of Workplace Recruitment 
Related to Issue #1 but in a different form; we further extend this argument into another 
form of "capital", the social capital. Inequalities happen not just in the forms of wealth 
but also cultures, attitudes, mentality, resourcefulness etc. Candidates of better cultural 
backgrounds not just enjoy and have access to more life opportunities but are better 
prepared to take up and exploit such opportunities to their advantage. However, we 
cannot assume schools, colleges and other socialization agents are fully functional in 
achieving this purposes. Therefore, the culturally "rich" segments will amass more 
opportunities by means of career advices, counseling, guidance, life-decision, exposure 
and character education opportunities from their families; which further reinforce their 
intergenerational lead over other culturally disadvantaged segments. Some companies or 
trade unions acknowledge such socially deprived groups and make explicit their keen 
beliefs in helping these groups. For example, a' st~tement from The Confederation of 
Indian Industry and the Associated Chambers of Commerce and Industry of India 's 
(ASSOCHAM) Code of Conduct for Affirmative Action contains such principles: 
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" to assist groups that are socially disadvantaged in India. The types of 
principles in the Code of Conduct include: A) The Company affIrms the 
recognition that its competitiveness is interlinked with the well being of all 
sections of the Indian society; J.;3)".The Company believes that equal opportunity in 
-
... ,- _.- , " 
employment for all sections of society is a component of its growth and 
competitiveness. It further believes that inclusive growth is a component of 
growth and development of the country; C) The Company affIrms the recognition 
that diversity to reflect socially disadvantaged sections of the society in the 
workplace has a positive impact on business; D) The Company's selection of 
business partners is not based on any considerations other than normal business 
parameters. In case of equal business offers, the Company will select a business 
partner belonging to a socially disadvantaged section of society; and E) The 
Company makes / will make all efforts for up-skilling and continual training of 
employees from socially disadvantaged sections of society in order to enhance 
their capabilities, and competitive skills (The Confederation of Indian Industry 
and the Associated Chambers of Commerce and Industry ofIndia official website, 
2010)." 
Another state-supported organization advacating the improvement of employment 
opportunities for ethnic minorities in the UK is Race for Opportunities. It was developed 
by UK-based Business in the Community and targeted towards senior business leaders. 
According to their official website, Race for Opportunities: 
"The organization endeavors to promote the business case for race and diversity 
by: a) raising awareness of the barriers preventing ethnic minorities from making 
progress in the workplace; b) communicating the need to speed up progress on the 
introduction of policies that further better representation of ethnic minorities; c) 
highlighting the responsibilities and roles of leaders in delivering race diversity 
and d) making clear the economic and business argument for organizations 
investing in race diversity (Race for Oppoltunities, 2010)." 
One of such social challenges in Malaysia 's pluralistic economy is the long-standing 
ethnic integration, as ethnic segregation in the public and corporate sectors are still 
. evident at this moment. It is not uncommon to hear charges and accusations of 
discriminated treatment in the public and private sectors. Such charges are not 
unsubstantiated as indicated by under-represented ethnic proportions, which do not reflect 






Critical Area #3: Managerial Diversity 
Managerial diversity is related to recruitment, retention and professional mobility of 
marginalized ethnic groups. Workplace diversity is an inevitable trend; and 
interpersonal conflicts are part and parcel of working life. The main challenge of 
diversity management is to mitigate social identity conflict inherent in multiple group 
working environment. Another distant issue but relates to recruitment diversity involves 
transnational operations. In a globalized economy, inevitably, a MNC has to operate in 
different offices following local cultures and norms. Such localized human resource 
policy sometimes creates a feeling .of injustice due to different compensation packages 
across different offices scattered throughout the world. In today's economy, staff are 
highly mobile, if staff from different offices received differentiated reward for their 
service, a sense of deprivation and alienation may prevail, they are likely to leave for 
perceived discrimination. For example, Google China once harbored the best IT elites in 
China, but their pay was much lower than their US counterparts,as a result, brain drain 
occurred. Apart from unskilled workers, knowledge workers from developing countries, 
sometimes feel discriminated and exploited as they are not fairly rewarded for technical 
support given to their colleagues or "superiors" in Western headquarters, who claim 
ownerships of the final products. 
The foundational premises to the argument presented in this article have many 
parallels to Marx's contentions on work and alienation. Ajob is not just a pay for work 
done. An employer offers not just a wage, but also safe working environment, a sense of 
security, a decent living and personal development. A "job" that lacks the 
above-mentioned conditions is but an inadequate, incomplete "half-job". Personal 
development in this context means to individual's professional development, 
self-satisfaction such as sense of ownership of final product, competencies and 
opportunity for progression. Repetitious, alienating, menial job that does not enable 
accumulation of work-related knowledge can be a form of exploitation as it deprives the 
worker fi.-om her learning needs. This often takes place when a worker is perceived to be 
mere short term fix to labor shortage and dehumanized on the excuse of job requirement. 
This dynamics of work relates closely to managerial diversity. Managerial diversity is 
the result of fair treatment and advancement of workers professional life which 
eventuates in upward mobility. The process_,as: well 'as the outcome ought to be fair. 
For this reason, the diversity challenge is for a business to fairly treat and develop its 










The key to ethical and benign working culture is moral leadership by the 
management (Vershoor, 2000) which has become an acute issue in developing countries 
where most labor-intensive manufacturing activities are carried out as foreign investment 
flooding in driven by tax incenti~~>~.Aow labor cost and non-existent of labor unions . 
... "' .. " ~ 
These companies often adopt different Human Re.source policies in comparison with 
home countries, which mainly constituted by middle management and lower end workers. 
Local-foreign workforce tension is under-reported but understandably and presumably 
inflicts some segments of Malaysian population, causing distress at work and impacted 
working morale. This is often tolerated since the local executives hold position of lower 
status and decision power but nevertheless entails dented confidence and morale, 
distorted attitudes which further reinforce the already under-rated performance appraisal 
since they are not expected to prove the potentials. 
"Many large companies are facing negative publicity campaigns about the issue of 
social dumping, which takes place in production processes and which dissuades 
an increasing number of socially aware consumers from buying their products" 
(Fuentes-GarcIa et ai, 2008). 
At the global level, social dumping can happen in the form of "work dumping" in 
which menial jobs with limited professional advancements are "exported" to developing 
countries. To address this problem, host country governments will have to make explicit 
inclusion of human capital building such as training and development to be one of the 
important agenda in such MNCs and foreign firms and local firms alike. Furthermore; 
corporate disclosures based on international Global Reporting Initiative (GRI) on social 
sustainability issues, including their Human Resource policy and achievements need to be 
introduced and reinforced. As part of diversity management is to cultural sensitivity 
training education and training. Differing opinions on organizations can be taken as 
critical instead of constructive in the eyes of managers (Tropman, 1998 as quoted in 
Acquavita, 2009). The leadership should be sensitive to symptoms of escalation of social 
identity conflicts and to recognize when such conflicts are about to erupt. Those in 
leadership positions should send a strong message from management in support of an 
inclusive workplace, mentoring marginalized workers, developing open communication 
procedures, creating positive social occasions and educating staff on diversity and 
inclusion (Mor Barak, 2005; Mor Barak & Levin, 2002). 
Likewise, one can witness different Malaysian ethnic groups occupying different 
positions of power in business organizations in Malaysia. This does not mirror 
organizational integration. The ethnic division of work which tends to separate Chinese, 
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Bumiputras and Indians into different hierarchy has the same effect of perpetuating ethnic 
tension. Chinese and Indians would often complain that the public sector is ruled by 
Bumiputras, where favoritism is practiced to benefit the Bumiputras. Yet, Bumiputras 
and Indians would argue that the Chinese control many industries and that the Chinese 
language and social networks are used to maintain Chinese supremacy in the specific 
areas of their business. Unless and until a CSR formula is established to create and 
showcase managerial diversity, the skepticisms and the resentment will continue to exist 
and many times would poison the inter-ethnic harmony and social stability. In the 
Malaysian pluralistic economy, companies' effective CSR practices in managerial 
diversity can mitigate the ethnic polarization of Bumiputras, Indians and Chinese seen in 
many businesses at present. 
Critical Area #4: Supply Chain Indigenization And Diversity 
In relation to ethnic diversity, the aim of supply chain indigenization and diversity is to 
create a supply chain with (i) a substantial win-win involvement of the local ethnic 
communities and with (ii) fair representation of various ethnic groups in the supply chain 
without involuntary exclusion of any ethnic groups. It mainly deals with the ways in 
which businesses engage the local communities in the sourcing of materials, commodities, 
products and services in a fair and equitable way. This agenda is particularly relevant 
when it involves large foreign corporations operating in communities in developing 
economies. More importantly, it becomes even more crucial if it involves less powerful 
communities such as farmers, villagers or even local businesses and suppliers who have 
relatively limited power to defend their interests against their more powerful MNCs 
counterparts and clientele. At present, a number of corporations have made efforts to 
encourage supplier diversity as a part their CSR commitment. This has the potential to 
contribute to the social welfare by building the capacity of minority or marginalized 
communities across the globe. By developing business coalitions and partnerships with 
local suppliers there is tremendous opportunity to impact the economic development of 
minorities and make significant contributions to the growth and development of 
developing nation (Cole, 2009). A good example of supply chain diversity program is 
launched by AT&T (AT&T, 2010) : 
"In 2008, AT&T marked the 40th anniversary of its Supplier Diversity Programs, 
which began in 1968 with the creatioll oJ AT&T's Minority Business Enterprise 
,.~ .. "
(MBE) . AT&T has mentored sevenil suppliers to support non-traditional areas of 
the company's business, and has also helped diverse businesses break into other 






A related concept ~ supply chain diversity is faiLtrade. The central id€a of fair 
trade is about reforming of the international trading system and seeking direct 
constructive links between small producers in the South to consumers in the North 
(Fridella, 200; Reed, 2008). It is a CSR attempt to create fairness along the supply chain. 
This usually means empowerment gfplocal producers as a part of the value chain through 
.. . -,~ .. , .'; 
training and capacity-building. Reed (2008), listed the following as the component of 
empowerment: 
"Facilitating market access, increasing market knowledge, providing support for 
local infrastructure, strengthening internal organization, increasing product quality, 
developing contact networks, developing alternative sources of income (though 
vertical integration, specialization and diversification), increasing income and 
services for members and increasing the number of participants and extending the 
benefits to the broader community (Reed, 2008, pg.S)." 
In a global-local network, social integration in supply chain indigenization means 
empowerment, capacity building and nurturing of local vendors. As an example, as much 
as possible, MNCs should integrate local suppliers into the supply-chain or value-chain. 
This will involve training and development of local vendors, including provision of 
facilities and credits. Numerous researches reveal the upper stream sectors (refers to 
sectors engage in production of raw materials) to be firmly at the bottom of power 
hierarchy in today's globalized supply chain operation (Prieto-Carrion, 2008; Women 
Working Worldwide, 2003; Collins, 2003). Of the four layers of supply chain: MNCs, 
factory, workshops and home-based workers, their researches revealed sub-contracted 
and home-based workers are the most exploited and least protected whilst factory 
workers fare better. An investor company with fair trade in mind deals only with ethical 
sub-contractors if they do not carry out direct operation themselves in the receiving 
country. 
In addition to that, MNCs are expected to treat, promote and nurture workers 
regardless of their origins and races, whether they are from the receiving countries or the 
local man power. This is best illustrated by GE 's investment in South Africa who defied 
the Apartheid ruling. Although GE decided to withdraw its operation later, but the impact 
of the egalitarian staffing policy quickened the ideology transition process in South 
Africa (De George, 1999). The incident lends proof to our main idea of discussion: 
socially responsible practices in the economy are probably the most significant catalyst 
for social transformation. Based on this logic, the dissatisfaction among the various 
ethnic groups in Malaysia stems from the ethnic-economic lopsidedness whereby a 
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---J3articular ethnic group dominates a sectoror an industry. These Imbalances if left 
unchecked will take root and become firmly entrenched which can be destructive to the 
pluralistic economy in Malaysia. Nevertheless, with strong commitment to apply the CSR 
principles of supply chain indigenization and diversity, these issues can be constructively 
transformed into a win-win environment. Disenfranchised groups can be incorporated 
back into the value chain. If no particular ethnic group is being marginalized, destructive 
conflicts can be minimized, if not fully prevented. This initiative to create supply chain 
diversity is not only an ethical solution but perhaps equally important is a more 
sustainable one. 
Concluding Remarks: Diversity Management, Motives, Constraints And The Future 
Seeing the huge potential benefits to be gained from workplace multiculturalism 
movement, the critical question is really how to promote diversity practice to a more 
widespread level. Evidently, the government and significant players in the market should 
get involved and eventually take the lead; arid the awareness should reach end consumers. 
Diversity management, therefore, should not be viewed as merely an concept but a viable 
strategy to improve social cohesion. Inevitably, Malaysia and perhaps the world need to 
answer the question: Why multiculturalism and social justice? Where do multiculturalism 
and social justice stand in the quest for higher profits and other conflicting functions of 
business? 
Admittedly, the function of a business unit is to achieve profitability, in this 
pursuit, the company exerts and practices its social influence. Diversity management 
ensures wholesome working environment and social cohesion within which the 
businesses operate. Without a stable, harmonious diversity societal cohesion, businesses' 
operations can suffer in the long run. 
The implementation of diversity management is only possible if the awareness is 
encouraged and strengthened. It would be useful if ideals such as diversity and social 
justice are formulated into quantifiable units or key indicators in order to be integrated 
into business practice. Having achieved that goal, the government has to monitor these 
indicators in the form of audit by a third party or certifying government agency. 
Otherwise, such initiatives will remain piecemealhnd fragmented if not rhetorical. So far, 
the diversity management movement is largely driven by self-regulation and CSR 
initiatives from big businesses. 













in training of future business leaders towards the importance of diversity managemen_t _ 
and the philosophy of inclusive-integrative management. In a pluralistic economy such as 
Malaysia, this approach is increasingly critical in the quest for best talents regardless of 
their ethnicity, origins and nationalities. Workplace discrimination indicates talents 
untapped and potential und~r-d~y.y.l()ped ; such as unmet skill-sets and unfulfilled 
potentials, which eventually leads to departure and undesirable retention rate. In the 
academia circle, the attention has changed from that of enforcement to ethics training and 
education, from the early formative years (Hussin, Reevany Bustami & Ellisha Nasruddin, 
2007) and more notably at MBA courses, a change from reactive to proactive approach as 
described by Cornelius et al (2007) and Cacioppe (2008) with a greater emphasis on 
synergy than competition. As an the 1925 Irish Nobel Price winner states, "We are made 
wise not by the recollection of our past, but by the responsibility for our future." 
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